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I . | NTRODUCTI ON
A PROCEDURAL HI STORY

Publ i c Service Conpany of New Hanpshire (PSNH) began
this proceeding on April 19, 2001 by filing with the New
Hanpshire Public Uilities Comm ssion (Comm ssion) a petition
seeking its approval of a renegotiated power purchase arrangenent
concerning Wiitefield Power and Li ght Conmpany (Witefield).
Whitefield operates a 13.8 negawatt wood-fired cogeneration
facility in Witefield, New Hanpshire.

Pursuant to the federal Public Utility Regul atory
Policies Act (PURPA) and the New Hanpshire Limted El ectrical

Energy Producers Act (LEEPA), the Comm ssion on Septenber 19,
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1984 entered a Rate Order requiring PSNH to purchase energy and
capacity from Witefield Power and Light. See Witefield Power &
Li ght Associates, 69 NH PUC 519 (Order No. 17,215 dated Septenber
19, 1984). As required by PURPA and LEEPA, the rates approved in
1984 were based on PSHN s projected |ong-term avoi ded costs.
During the course of this docket, parties and Staff agreed upon a
Stipulation of Settlenent which contenplates the elimnation of
the original power purchase arrangenent approved in O der No.
17,215. The Conm ssion approved this settlenent per Order No.
23,840, dated Novenber 9, 2001. Under the settlenment, Bretton
Wods Funding I, L.L.C. (Bretton Wods) would acquire the
exi sting Rate Order between Wiitefield and PSNH for an agreed-
upon paynent to Wiitefield. Bretton Wods, in turn, agreed to
termnate the Rate Order with PSNH i n exchange for an agreed-upon
term nation paynent to Bretton Wods.

Comm ssi on approval of PSNH s securitization of
term nation paynents to Bretton Wods Funding |, L.L.C. (Bretton
Whods) is necessary to maxim ze savings anticipated by the
settlement. To this end, PSNH requested this Comm ssion approve
t he proposed Finance Order attached as DRM1 to the pre-filed
direct Testinony of David R MHal e.

Comm ssion Order No. 23,840, dated Novenmber 9, 2001,
relating to the underlying petition to renegoti ate power purchase

arrangenents, already well documents the parties positions and
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specific procedural history. The Conm ssion, here, will restrict
itself to the financing issues. Additionally, earlier filings
contenpl ated financing for renegoti ated agreenents with
Wi tefield and Henphill Power and Light Conpany (Henphill). In
correspondence filed Novenber 16, 2001, PSNH requested the
Comm ssi on cl ose the Henphill docket, (Docket No. DE 01-091),
stating the transaction currently before the Conm ssion woul d not
be consumuated in its present form The Comm ssion will thus
address financing for Wiitefield only and has anended PSNH s
proposed financi ng order accordingly.

B. REQUEST FOR FI NANCI NG APPROVAL

As stated in the testinony of M. MHale, the
securitization by PSNH of certain of its stranded costs relating
to the renegoti ated agreenments of PSNH s power purchase
obl i gations as contenpl ated by RSA Chapter 369-B requires the
prior approval by the Comm ssion in the formof a finance order.
PSNH asserts that the finance order nust contain provisions that
maxi m ze the |ikelihood of achieving “triple-A" ratings on, and
enhance the marketability of, the Rate Reduction Bonds (the
“RRBs”). Accordingly, PSNH included with its testinony a
proposed finance order, conprised of a proposed detail ed
description of PSNH s proposed RRB transaction (the “RRB
Transaction”), together with requested findings and orders and

approval s.
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PSNH requests that the Comm ssion, anong ot her things:

(1) approve the issuance of RRBs in an anpunt not greater than
$53 mllion;

(i1i) establish the charge fromwhich the RRBs will be repaid

(1i1) approve the additional capitalization of a special purpose
financing entity, to which the RRB Charge and other rel ated
rights will be sold;

(iv) provide for the periodic adjustnment of the RRB Charge via a
true-up nechani sm

(v) approve the general structure of the RRB Transaction and
terms of the RRBs;

(vi) approve the servicing of the RRB Charge by PSNH, as the
initial servicer for the RRB Property, or any successor
servicer, under a servicing agreenent;

(vii) declare that the Finance Order shall be irrevocable as
provi ded in RSA Chapter 369-B;

(viii) find the RRB Charge to be just and reasonabl e; and

(ix) find and declare the issuance of the Finance Order to be

consi stent wth the public good.

As noted in Order No. 23,840, the Comm ssion held
hearings on this matter, during which PSNH presented w t nesses
who testified in support of its request. An opportunity to
cross-exam ne the w tnesses and provi de responsive testinony was
provided to all parties.

1. TRANSACTI ON DESCRI PTI ON
A. 2000 N.H Laws 249

In June 2000, the New Hanpshire General Court enacted
2000 N.H Laws 249. This legislation, anong ot her things,
created a new chapter — RSA Chapter 369-B — which authorized the
use of securitization by PSNH to recover certain of its stranded
costs associated with the restructuring of the electric industry
in New Hanpshire. |In particular, RSA 369-B:3, |V provides the

Commi ssion with the authority to issue finance orders that (a)
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aut horize the issuance of rate reduction bonds in an aggregate
princi pal anmount of not nore than $130, 000,000 in rate reduction
bonds to finance renegoti ated agreenments of certain of PSNH s
power purchase obligations, and/or (b) authorize the issuance of
an aggregate principal anmount of not nore than $670, 000,000 in
addition to the amount in (a) as part of a settlenent approved by
t he Conmm ssion under RSA Chapter 374-F to inplenment electric
utility restructuring in PSNH s service territory.

Fi nance orders issued by the Conm ssion that are
consistent with RSA 369-B shall becone effective w thout further
action by the General Court pursuant to RSA 369-B: 3, V.

RSA Chapter 369-B provi des a conprehensive franmework for
stranded cost securitization and enpowers the Comm ssion to issue
fi nance orders approving securitization, subject to the
requi renents and conditions set forth therein.

B. Limtations on |Issuance of RRBs
The authority of an electric utility to issue RRBs,

once approval fromthe Conm ssion has been obtained, expires on
Decenber 31, 2002. RSA 369-B:5, |I. The use of proceeds fromthe
i ssuance of the RRBs is also strictly limted: they shall only be
applied for the purposes approved in the finance order. RSA 369-
B:5, Il. RRBs issued according to the provisions of RSA Chapter
369-B shall not constitute a debt or liability of the state or

any political subdivision thereof, or a pledge of the full faith
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and credit of the state or any political division thereof, and
shal | be payable only fromthe funds provided for, as described
bel ow. RSA 369-B:5, IV. RRBs shall mature at the tines provided
in the finance order, but not later than 14 years after
Conmpetition Day. RSA 369-B:5, VIII.
C. RRB Costs, Charges and Property

RRB Costs are costs incurred by and obligations of an
electric utility, and designated as such by the Comm ssion, and
may i nclude, but not be limted to: (i) expenditures incurred in
respect of generation assets, entitlenments and acquisition
premuns, (ii) expenditures incurred in respect to the buyout,
buydown, restructuring, or renegotiation of power purchase
obligations, (iii) expenditures incurred in respect to regulatory
assets, (iv) expenditures incurred to refinance or retire
exi sting debt or existing equity capital of the electric utility
and any costs related thereto, (v) anbunts necessary to recover
federal or state taxes actually paid by an electric utility,
which tax liability recovery is nodified by the transactions
approved in a finance order issued by the Comm ssion pursuant to
RSA Chapter 369-B, and (vi) reasonable costs, as approved by the
Comm ssion, relating to the issue, servicing, or refinancing of
RRBs under the provisions of RSA Chapter 369-B, including,
without limtation, principal and interest paynents and accrual s,

si nking fund paynents, debt service and other reserves, costs of
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credit enhancenent, indemities, if any, owed to the State or the
trustee for the RRBs, issuance costs and redenption prem uns, if
any, and all other reasonable fees, costs, and charges in respect
of RRBs. RSA 369-B:2, X V.

The RRB Charge is the portion of the retail electric
service rate designated to recover RRB Costs. It is to be
assessed on a per kilowatt-hour basis, shall be non-by-passabl e,
and assessed against all “retail custonmers” of the electric
utility distribution systemtaking “retail electric service.”?
The RRB Charge nust be sufficient to recover all RRB Costs
approved by the Conmm ssion, including the paynent of principal,
premum if any, interest, credit enhancenent and all other fees
costs, and charges of the RRBs. RSA 369-B:2, XlIl; RSA 369-B:4,

I, Il and IV. The RRB Charge nmay vary by cost of service, by
custoner cl ass, and between special contract custonmers. RSA 369-
B:2, XIIl. The RRB Charge is Part 1 of the stranded cost
recovery charge (“SCRC’) described in the Septenber Settlenent
Order and the Conformed Settlenment Agreenent (each as defined
below). The RRB Charge is to be adjusted periodically, but not

| ess frequently than sem -annually nor nore frequently than

mont hly, as specified in the finance order. RSA 369-B:4, I11.
(See the description of the “True-Up Mechani sni bel ow).

RRB Property is an irrevocabl e vested property right created by

1The definitions of “retail custoners” and “retail electric service’” set
forth in RSA 369-B:2, XI and XI| are incorporated herein.
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the Commi ssion in a finance order issued under authority of RSA
Chapter 369-B. It includes the right to all revenues,
col l ections, clainms, paynents, noney or proceeds arising fromthe
RRB Charge aut horized to be inposed and col |l ected pursuant to
such finance order. RSA 369-B:2, XV. The RRB Property right
shall continue to exist until the RRBs, the RRB Costs and any
arrearages are paid in full. RSA 369-B:6, |
D. State Pledge Not to Inpair Rights
Pursuant to RSA Chapter 369-B, the State of New
Hanpshire has pl edged, contracted and agreed with the owners of
the RRB Property and holders of and trustees for RRBs that
neither the State, nor any of its agencies, including the
Comm ssion, will limt, alter, anmend, reduce or inpair the RRB
Charge, RRB Property, this Finance Order or any rights hereunder
or thereunder, or ownership thereof or security interest therein,
until the RRBs, including all principal, interest, premum costs
and arrearages thereon, are fully net and di scharged, unless
adequate provision is made by law for the protection of the
owners, holders and trustees. RSA 369-B:6, I1.
E. Sale of RRB Property

RRB Property nay be sold to an affiliate or one or nore
financing entities (hereinafter known as a “special purpose
financing entity” or “SPE’) that make that property the basis for

t he i ssuance of the RRBs. RSA 369-B:6, IIl. The sale or
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transfer of the RRB Property shall be treated as a “true sale” or
absolute transfer, if the parties to the transfer expressly so
state in the governing docunentation, and the transaction is
approved by the Comm ssion in a finance order and is nmade in
connection with the issuance of the RRBs. RSA 369-B:6, V. |If
any interest in RRB Property is sold or assigned by the utility,
the Commission will require the utility to contract with the SPE
that it will continue to operate its systemto provide service to
its retail custoners, will collect the RRB Charge for the benefit
and account of the SPE, and will remt the amount of the RRB
Charge so collected to the account for the SPE. RSA 369-B:6, |V.
An SPE or other assignee shall not be considered an electric
utility solely by virtue of its acquisition of an interest in RRB
Property in the manner described above. 1d.
The characterization of the transfer of the RRB Property as a
“true sale” will not be inpaired or negated notw thstandi ng any
contrary treatnent of such transfer for accounting, tax or other
pur poses. RSA 369-B:6, V. The finance order will remain in
ef fect notw thstandi ng any bankruptcy, reorganization or
i nsol vency proceeding involving the transferor of the RRB
Property. 1d. The interest of the transferee or assignee in the
RRB Property is not subject to setoff, counterclaim surcharge,

or defense by the electric utility or any other person, or in
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connection with the bankruptcy of the electric utility or any
ot her person. RSA 369-B:6, VIII.

F. Effect of Minicipalization

Pursuant to RSA 369-B:4, VIII, in the event of
muni ci pal i zation of a portion of PSNH s service territory, the
Comm ssion shall, in matters over which the Federal Energy
Regul at ory Conmi ssion does not have jurisdiction, or has
jurisdiction but chooses to grant jurisdiction to the State,
determne, to a just and reasonabl e extent, the consequenti al
damages such as stranded investnment in generation, storage, or
supply arrangenents resulting fromthe purchase of plant and
property from PSNH and RRB Costs, and shall establish an
appropriate recovery nechani smfor such damages. Any such
damages shall be established, and shall be all ocated between the
RRB Charge and PSNH s other rates and charges, in a just and
reasonabl e manner.
I11. THE SEPTEMBER FI NANCE ORDER AND THE SERI ES 2001-1 RRBS

On Septenber 8, 2000, the Comm ssion issued (i) Order
No. 23,549 (the “Septenber Settlenent Order”), which approved the
Conformed Agreenment to Settle PSNH Restructuring (the “Confornmed
Settlenment Agreenent”), and (ii) Oder No. 23,550, which,
pursuant to RSA 369-B:3, IV(b), authorized the issuance of rate
reducti on bonds by PSNH i n aggregate principal amount of up to

$670 mllion to recover its stranded costs associated with
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Seabr ook Over-Market Generating Assets, MII|stone 3 Over-Market
Cenerating Assets, Acquisition Prem um and FAS 109, and fi nancing
and debt retirenment prem um costs (the “Septenber Finance
Order”).

On April 25, 2001, PSNH Funding LLC, the SPE organized
by PSNH pursuant to the Septenber Finance Order, issued
$525, 000, 000 i n aggregate principal amunt of PSNH Funding LLC
Series 2001-1 Rate Reduction Bonds (the “Series 2001-1 RRBs”).

PSNH has entered into an agreenent with Edi son M ssion
Marketing & Trading (“EMMI”) to renegotiate the | PP purchase
obligation involving the Wiitefield wood-fired generating pl ant
whi ch, in concert wi th another agreenment between EMMI and the
operator of this plant, would result in a substantial decrease in
costs borne by PSNH s retail custoners. The agreenent requires a
substantial up-front paynent, anmounting to approximtely $50
mllion.2 PSNH proposes the issuance of rate reduction bonds
pursuant to RSA 369-B:3, IV (a) as the nmeans of financing the
Whitefield agreenent in order to maximze the savings to
cust omers.

A.  Proposed RRB Transaction
PSNH requests that this Finance Order, anong ot her

t hi ngs, approve the follow ng aspects of its proposed RRB

2This anount is based on the buyout payment required as of Cctober 1,
2001 pursuant to the Wiitefield agreenent. Under the agreenent, to the extent
paynment is nmade after October 1, 2001, the required buyout paynent amount wll
decrease on a daily basis.
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Transaction, and find that they are consistent with achieving the
hi ghest rating and therefore the | owest cost on the RRBs. This
proposed structure is subject to certain limted nodifications,
as descri bed bel ow, subsequent to the issuance of this finance
order, to allow for negotiations with rating agencies that wll
assign credit ratings to the RRBs, tax authorities, and narket
conditions at the tine the RRBs are issued. The final structure
will be determined at the tine the RRBs are priced, subject to
nmeeting certain requirenments regarding the all-in cost and the
wei ghted average |ife of the RRBs, the exercise of fiscal
prudence and achi evenent of the | owest overall cost, and
remai ni ng substantially and materially consistent with the
transaction structure descri bed herein and approved by the
Comm ssion. PSNH provided its estimation of the overall cost,
calculating an effective rate of 6.79 percent to 7.51 percent on
the RRBs, assumi ng an RRB coupon rate of 5.65 percent, a term of
approximately 6 years, overcollateralization of 0.50 percent, 5
percent interest on the overcollateralization account, ongoing
transaction costs of $770,000 to $950,000 per year, and $1.8
mllion to $2.4 million of issuance costs. In cross exam nation
at the hearing held October 23, 2001, M. MHale added if rate
reducti on bonds were sought on that day, PSNH could get close to

a 4.85 percent coupon rate. (Transcript at 72 and 73.)
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As provided in RSA 369-B:5, I X, the State Treasurer
shal| oversee the terns and conditions of the RRB issuances. As
provided in RSA 369-B:6, |, the Comm ssion has the authority to
initiate such other proceedings, hold such other hearings, and
t ake such other actions as may be necessary to inpl enent,
protect, and preserve the value of this finance order, the RRB
Charge specified herein, and the RRB Property.

Pursuant to RSA 369-B:3, IV(a), PSNH will securitize
not greater than $53 million of its overall stranded costs to
finance the renegoti ated agreenent of the existing power purchase
obligation requiring PSNH to purchase power fromthe Witefield
wood-to-energy facility. The maxi mum anount of stranded costs

that nmay be securitized is as follows:?3

Buyout of Wiitefield I PP Purchase $50 million

ol i gation

Fi nanci ng Costs 3 mllion

Tot al $53 million
PSNH wi | | recover such anobunt — together with the

ot her, ongoing RRB Costs — fromits retail custoners through RRB

Charges. PSNH s right to collect the RRB Charge is irrevocable

as provided in RSA 369-B:3, Il, and the charge itself is non-
5The final securitization anount will be determined i mediately prior to
RRB i ssuance and will reflect the timng of the Witefield buyout paynent and

actual financing costs. See supra note 2.
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bypassable to PSNH s retail custoners pursuant to RSA 374-F: 3,
Xl (d), RSA 369-B:2, XiIl, and RSA 369-B:4, |IV. The RRB Property
is the principal asset securing the RRBs and represents a
continuously existing current and irrevocabl e vested property
right created pursuant to RSA 369-B:6, I.
B. Formation/Capitalization of SPE and Sal e of RRB Property

PSNH wi I | i ssue the RRBs through a bankruptcy-renote
SPE.* The SPE shall be a Delaware limted liability conpany
authorized to acquire RRB Property and to issue RRBs. As a
limted liability conpany, it will be wholly-owned by PSNH In
order for the SPE to remain “bankruptcy-renote” from PSNH, the
fundament al organi zati onal docunents of the SPE shall inpose
significant limtations upon its activities and the ability of
PSNH to take actions as the holder of the equity interest
therein. The Iimted purpose of the SPE will be to acquire RRB
Property and Qther SPE Col | ateral (defined below) and to issue
and sell RRBs. It shall not be permtted to engage in any other
activities, and shall have no assets other than any RRB Property
and Ot her SPE Col | ateral.

The SPE shall be nmanaged by a nanagenment conmittee

consisting of directors, with rights and authority simlar to

“lIt is anticipated that the RRBs will be issued through PSNH Fundi ng
LLC, the issuer of the Series 2001-1 RRBs. |If required by the rating agencies
or if it is otherwise determined to be necessary or desirable, the RRBs nay be
i ssued through a separate, newl y-organized SPE. In either case, the SPE used
will be as described in this Finance O der
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that of a board of directors of a corporation. As long as the
RRBs remai n outstanding, PSNH shall be required to cause the SPE
to have at least two directors with no affiliation with PSNH, out
of a total managenment committee of not nore than five nenbers.
Wt hout the consent of these independent directors, the SPE shal
be unable to (a) anend provisions of fundanental organizational
docunents whi ch ensure the bankruptcy-renoteness of such SPE, (b)
i nstitute bankruptcy or insolvency proceedings or to consent to
the institution of bankruptcy or insolvency proceedi ngs agai nst
it, or (c) dissolve, liquidate or wind up the SPE. O her
provi sions nmay al so be included to support the bankruptcy-renote
character of the SPE as required by the rating agencies.
PSNH wi || contribute additional capital to the SPE in an anount
anticipated to be at |east 0.50%of the initial principal balance
of RRBs.® This capitalization is required in order that PSNH may
treat the RRB i ssuance by the SPE as debt for tax purposes, and
it also provides a source of credit enhancenent. The SPE will
enter into an admi nistration agreenent (the “Adm nistration
Agreenment”) with PSNH, pursuant to which PSNH shall perform
adm ni strative services and provide facilities for the SPE to
ensure that it is able to performsuch day-to-day operations

under the RRB Transacti on docunents. The Adm nistration

°If PSNH organizes a new SPE for this RRB issuance (instead of issuing
the RRBs t hrough PSNH Funding LLC), PSNH will still contribute an anount
anticipated to be at |least 0.50% of the initial principal balance of RRBs as
an initial capital contribution to the new SPE.
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Agreenment will be in substantially the same formas the
adm ni stration agreenment entered into between PSNH and PSNH
Funding LLC in connection with the Series 2001-1 RRBs.® The
Adm ni stration Agreenent incorporates provisions to ensure that
PSNH will be paid a fee (the “Admi nistration Fee”) as
consideration for the performance of such services and providing
such facilities, as described in Attachnment 2 to the |Issuance
Advi ce Letter (as defined bel ow).

PSNH shall sell all of its rights in the RRB Property
to the SPE, expressly stating in the transfer’s governing
docunentation that it is a sale or other absolute transfer from
PSNH to the SPE. Pursuant to RSA 369-B:6, V, this transfer shal
be treated as an absolute transfer of all of PSNH s right, title
and interest to the SPE, as a true sale. As an absolute transfer
or true sale of RRB Property to the bankruptcy-renote SPE, and as
provided in RSA 369-B:6, VIII, in the event of a PSNH bankruptcy,
the RRB Property owned by the SPE will not beconme a part of the
PSNH bankruptcy estate and PSNH creditors will have no recourse
to the RRB Property or RRB Charge.

C. | ssuance of RRBs
The SPE will issue and sell RRBs to capital market

investors in one or nore series, each of which may be offered in

A copy of the administration agreenent between PSNH and PSNH Fundi ng
LLC for the Series 2001-1 RRBs was filed with the Conm ssion in DE 99-099 on
April 26, 2001.
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one or nore classes having a different principal anmount, term
interest rate and anortization schedule. The form interest rate
(whether fixed or variable), anortization schedul e, classes,
nunber and determ nation of credit ratings and ot her
characteristics of RRBs will be determ ned by PSNH at or before
the time of pricing based on then-current market conditions, with
t he objective being to achieve the all-in | owest cost financing
possi bl e, while remaining consistent and in accord with the terns
and conditions of RSA Chapter 369-B. Under certain
ci rcunst ances, the RRBs may be subject to redenption prior to
maturity and may be refinanced through a subsequent issuance of
RRBs to the extent such refinancing would result in a | ower
i nterest cost associated with the RRBs refinanced. Any such
refinancing would require a new finance order. The all-in cost
of the RRBs, calculated in accordance with Exhibit 1 attached to
this Finance Order, shall be at |east 100 basis points |less than
PSNH s Pre-Tax Revenue WACC (as defined in Exhibit 2 attached to
this Finance Order) as of the date the RRBs are priced. In
addition, the weighted average life of all series of RRBs,
calculated in accordance with Exhibit 3 attached to this Finance
Order, shall be not less than 2 years and not nore than 6 years.
The State Treasurer, with input and advice from such advi sors as
she may sel ect, shall oversee the devel opnent and determ nation

of the final structure, docunentation and terns of the RRBs, and
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shall notify PSNH and the Comm ssion, as provided in this Finance
Order, of the results of her oversight and her conclusions with
respect thereto. Upon final determ nation of all terns of the
RRBs, and prior to their issuance, PSNHw |l file an issuance
advice letter substantially in the formof the issuance advice
letter filed by PSNH with the Comm ssion on April 23, 2001 in
connection wth the issuance of the Series 2001-1 RRBs (the
“lI ssuance Advice Letter”).

The RRBs will be non-recourse to PSNH and its assets,
and, as provided in RSA 369-B:5, 1V, shall not be secured by a
pl edge of the general credit, full faith or taxing power of the
State of New Hanpshire or any agency or subdivision of the State
of New Hanpshire. The RRBs will be secured by the assets of the
SPE, including the RRB Property as well as all other assets of
the SPE (the “Oher SPE Collateral”). The O her SPE Coll ateral
includes (i) the rights of the SPE under all RRB Transaction
docunents such as the purchase agreenent by which the SPE
acquires all rights in the RRB Property (including any interest
rate swap agreenments or other hedging agreenents entered into
with respect to any variable rate RRBs), and including the
servicing agreenent (the “Servicing Agreenent”) by which PSNH, or
any successor servicer, acts as servicer for the RRB Property
(the “Servicer”), (ii) the Collection Account (as described

bel ow) and funds held therein, including the capital of the SPE
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and (iii) certain investnment earnings on anounts held in the
Col | ecti on Account.

It is expected that the RRBs will be rated by one or
nore recogni zed rating agencies. The targeted ratings on the
RRBs will be triple-A

If nore than one class of RRBs is issued, each class of
RRBs will likely receive principal paynents at different tines
and therefore have different expected and legal final maturity
dates. The RRBs will have legal final maturities in conpliance
with RSA 369-B:5, VIIl, " with expected final maturities no nore
than approximately 6 years fromthe date of issuance.

The RRBs are expected to be sold at or near par val ue

and will not in any event be sold for nore than par val ue.
Bondhol ders will receive interest paynents on the RRBs not | ess
frequently than sem annually. The RRBs will not be subordi nated

to the clainms of any creditors or the equity owner of the SPE
(other than for paynents of trustee, servicing, and other
specified transaction-rel ated fees).

RRBs will be repaid through the collection of the RRB
Charge fromall retail customers, by PSNH or any successor to the
PSNH di stri bution systemor any other successor Servicer. The

SPE will transfer the proceeds fromthe issuance of the RRBs, net

"RSA 369-B:5, VIII provides: “Rate reduction bonds shall mature at such
time or tinmes approved by the comm ssion in the finance order, but not nore
than 14 years after conpetition day.” Conpetition Day was May 1, 2001.
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of its transaction expenses, if any, to PSNH as consideration for
the transfer of the RRB Property to the SPE

|f variable rate RRBs are issued, the SPE shall enter
into an interest rate swap agreenent or other hedge arrangenent
whereby the SPE woul d nake fixed paynents to a counterparty, and
the counterparty woul d nake variable rate paynents to the SPE who
would remt or credit such ambunts to RRB holders. In this case,
the fixed rate paynments would be used to calculate the RRB
Charge. This protects the SPE and retail custoners against the
risk that interest rate fluctuati ons woul d cause variable rates
to exceed the fixed rates that were used to cal culate the RRB
Charge. To the extent that the variable rate of the RRBs ever
exceeds the fixed rate that was used to cal cul ate the RRB Charge,
such a mechanismw || absorb the rate increase that woul d
otherwi se be required to fully pay the interest on the RRBs. The
RRBs may only be variable-rate instrunents if such issuance wll
result in a lower all-in cost associated with the RRBs.

D. The RRB Charge

The RRB Charge will be cal culated and set at |evels
intended to provide for the full recovery of paynents of
interest, principal and premium if any, on the RRBs, in
accordance with the expected anortization schedul e determ ned at
the tinme of offering, any credit enhancenent, including

overcol |l ateralization, and any ongoing related fees, costs, and
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expenses (including, but not limted to, periodic rating agency
fees, accounting fees, legal fees, the Servicing Fee, the
Adm ni stration Fee, trustee fees, contingent indemity
obligations in the RRB Transacti on docunents, servicer and
trustee expenses and any operating expenses of the SPE), based
upon assunptions including sales forecasts, paynent and charge-
of f patterns, and | ags between RRB Charge billing and coll ection
by the Servicer (the required periodic paynent of such, including
deficiencies on past due anounts for any reason, the “Periodic
RRB Paynent Requirements” and collectively, the “Total RRB
Paynment Requirenents”), cal cul ated pursuant to the nethodol ogy
set forth in the Issuance Advice Letter.® Prior to the issuance
of each series of RRBs, PSNH will file an Issuance Advice Letter
with the Comm ssion, which will set forth the final structure and
repaynent terns of the RRB Transaction, the total principal
anount and pricing of the RRBs, the initial RRB Charge, the
overcol | aterali zati on anount (described bel ow) and targeted
transacti on subaccount bal ances (descri bed bel ow), the capital

contribution anount, the frequency of the true-ups and dates of

8The Septenber Finance Order authorized the establishment of an RRB
Charge, which is a portion of the SCRC. The initial RRB Charge, as
established in the issuance advice letter filed by PSNH with the Conm ssion on
April 23, 2001, was approximately 1.48 cents/kilowatt-hour, and that initial
RRB Charge was revised on Septenber 26, 2001, to approximtely 1.34
cents/kilowatt-hour as a result of the first semi -annual true-up of that
charge. PSNH now seeks authorization to increase the total RRB Charge in an
amount sufficient to neet the Total RRB Paynent Requirenents, taking into
account the RRBs issued pursuant to this Finance O der.
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true-up filings and the actual transaction costs. Such filing is
not a condition to the authority to i ssue RRBs.

The RRB Charge is expected to be collected over 6 years
such that the principal and interest and other costs associ ated
with RRBs are fully paid by the end of the 6th year. However, in
the event that the RRBs have not been fully repaid by the end of
the 6th year, the RRB Charge may be billed and collected for an
additional 2 years (or, if earlier, through the date on which the
RRB Costs have been fully paid). This additional period of up to
2 years is a formof credit enhancenent that hel ps achieve
triple-A ratings on the RRBs and which is expected to have no
cost to retail customers (i.e., in the expected case, the RRBs
are paid in 6 years).

As provided in RSA 369-B:4, V, the RRB Charge will be
i ncluded as a conponent of the unbundled SCRC Iine itemon a
retail custonmer’s bill and will be footnoted as such and may
include reference to it being sold to the SPE

E. Servicing of RRBs

After the issuance of the RRBs, PSNH wi || act as the
Servicer for the RRB Property on behalf of the SPE, and will be
responsi ble for calculating, billing, collecting, and remtting
the RRB Charge. RSA 369-B:6, IV. PSNH, therefore, wll carry
out billing and collection activities both as Servicer with

respect to the RRB Charges — on behalf of the SPE and RRB hol ders
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— and as principal with respect to its own charges to be paid by
such custoners, including Part 2 and Part 3 of the SCRC. As
Servicer, PSNH will also be obligated to retain all books and
records regarding the RRB Charge, subject to the right of the
SPE, and the trustee for the RRBs and the Commi ssion to inspect
those records. PSNH nay not resign as Servicer or transfer its
servicing obligations (except to a successor to its distribution
systen), although the RRB hol ders nay renove PSNH as Servicer and
appoi nt a successor Servicer, subject to the approval of the
Comm ssi on, under the Servicing Agreenment pursuant to this
Fi nance Order, RSA 369-B:6, |, and the RRB Transaction docunents.
As consideration for its servicing responsibilities,
PSNH or any successor Servicer will receive a narket-based
periodic servicing fee (the “Servicing Fee”), which will be
recovered through the RRB Charge. The Servicing Fee will be
equal to 0.25% of the outstanding principal balance of the RRBs
if PSNH is the Servicer. For any successor Servicer, the
Servicing Fee will be no nore than 1.5% of the outstandi ng
princi pal balance of the RRBs if the successor Servicer is not
billing the RRB Charge in conjunction with other charges. |If the
successor Servicer is billing the RRB Charge in conjunction with
ot her electric service charges, then the Servicing Fee payable to
such successor Servicer will be 0.25% of the outstanding

princi pal balance (equal to the fee payable to PSNH as initi al
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servicer). PSNH (or any successor Servicer) will bill and
collect the RRB Charge fromPSNH s retail custoners.

I n accordance with RSA 369-B: 4, 1V, any retail custoner
that fails to pay any RRB Charge will be subject to disconnection
of service to the sane extent that such custonmer woul d, under
applicable | aw and regul ati ons, be subject to disconnection of
service for failure to pay any other charge payable to an
electric utility.

PSNH or any successor Servicer will periodically remt
(as frequently as required by the rating agencies but not |ess
frequently than nmonthly) actual collections of RRB Charges to the
SPE. PSNH testified that it anticipated being required by the
rating agencies to remt such actual collections of the RRB
Charge to the SPE on a daily basis. To the extent PSNH or any
successor Servicer may be permtted to remit such RRB Charge
collections to the SPE | ess frequently than daily, it may be
requi red by the Conm ssion to provide data show ng the
cal cul ation of the custoner daily remttances, timng of
remttances to the SPE and the then applicable short-term
interest rate to determ ne the anmount of inconme earned by PSNH or
its successor in its capacity as Servicer. Such incone may be
imputed in calculating and reconciling the SCRC pursuant to

Section V.B.4 of the Conforned Settl enent Agreenent.
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To the extent estimation of collections of the RRB
Charge is required, PSNH wi |l design a nethodol ogy that will be
satisfactory to the rating agencies, and which will approxi mate
nost closely actual collections. The SPE will use the RRB Charge
remttances to nmake paynents of Periodic RRB Paynent
Requi renents. In accordance with RSA 369-B:7, VI and VIII, in
the event of default by any Servicer in paynent of the RRB
Charges to an SPE, the Comm ssion will, upon application by (a)
the trustees or holders of the RRBs, (b) such SPE or its
assignees or (c) pledgees or transferees of the RRB Property,
order the sequestration and paynment to or for the benefit of such
SPE or such other party of revenues arising with respect to the
RRB Property. This will provide additional certainty that the
RRB Charges will benefit the owner of the RRB Property and serve
to enhance the credit quality of the RRBs.

Unl ess a successor Servicer is not billing the RRB
Charge in conjunction with other charges, the Servicer wll
al |l ocate anounts collected fromeach retail custoner on a pro
rata basis anong the SCRC and the Delivery charge, system
benefits charge, energy consunption tax, Hydro-Quebec support
paynents, and, if applicable, the transition or default service

charges as these charges are identified in Section V of the
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Confornmed Settlenent Agreenment.® Such anpbunts so allocated to
the SCRC shall, in accordance with the Confornmed Settl enent
Agreenent, in turn be allocated pro rata to the conbi ned RRB
Charge for the Series 2001-1 RRBs and any RRBs issued pursuant to
this Finance Order (i.e., Part 1 of the SCRC) and to any
remai ni ng portion of the SCRC not the subject of a finance order
(i.e., Parts 2 and 3 of the SCRC, as described in the Conforned
Settlement Agreenent). Further, such anmpbunts so allocated to the
conbi ned RRB Charge shall in turn be allocated pro rata to the
RRB Charge for the Series 2001-1 RRBs and to the RRB Charge for
any RRBs issued pursuant to this Finance Order based on the
respective amount of each such RRB Char ge.

F. Third Party Suppliers

The Conmm ssion shall not permt, approve or require the

billing, collection and remttance of RRB Charges by a Third
Party Supplier (a “TPS’) within the PSNH service territory for
remttance to PSNH as Servicer (or to any successor Servicer), in
whol e or in part, unless the foll ow ng m ninmumrequirenents
appl y:

« The TPS nust provide PSNH (or any successor Servicer) wth

total nonthly kWh usage information in a tinely manner for

° RSA 369-B: 4, V provides that the finance order shall specify how
amounts collected froma retail customer shall be allocated between the RRB
Charge and ot her rates and charges.
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the Servicer to fulfill its obligations, as such

information is the basis of such remttance.

PSNH (or any successor Servicer) will be entitled, within
seven days after a default by the TPS in remtting any RRB
Charges billed, to assune responsibility for billing al
charges for services provided by PSNH (or any successor
Servicer), including the RRB Charges, or to switch
responsibility to a third party, which nust neet the

criteria herein described.

If and so long as a TPS does not maintain at |east a
triple-B long-termunsecured credit rating from Mody’ s

| nvestors Service or Standard & Poor’s Rating Services,
such TPS shall maintain, with the Servicer or as directed
by the Servicer, a cash deposit or conparable security
equal to at |east one nonth’s maxi num esti mat ed

coll ections of RRB Charges, in a formand manner as agreed
upon by PSNH (or any successor Servicer) and the TPS. |In
the event of a default in the remttance of RRB Charges by
a TPS, such amount will be included in the periodic

adj ustmrent of the RRB Charge as described in the PSNH

Test i nony.

The TPS nust agree to remt the full amount of RRB Charges

it bills to retail customers, regardl ess of whether
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paynents are received fromsuch retail customers, within
15 days of its or PSNH s (or any successor Servicer’s)

bill for such charges.

The foregoing requirenents may be nodified in
accordance with the terns of the RRB financing docunents, subject
to approval by the Conm ssion, and witten confirmation from each
rating agency then maintaining a rating on the RRBs that such
change will not adversely affect the ratings then outstanding on
t he RRBs.
| V. CREDI T ENHANCEMENT; OVERCOLLATERALI ZATI ON AND TRUE- UP

Credit enhancenent is typically necessary in
securitization transactions to provide rating agencies and
investors with added confidence that principal and interest wll
be paid. In order for the RRBs to receive triple-A ratings, the
exposure to | osses due to, anong other things, sales of energy
bel ow t hose projected, |onger-than-expected delays in bil
col l ections, and higher-than-estimated uncol | ecti bl e accounts,
must be mnimzed. This will be acconplished with various forns
of credit enhancenent, including the various conponents of the

Col | ection Account and the “True-Up Mechani sni summari zed bel ow.

The RRB Charge collections will be deposited into a
Col l ection Account, which will be conprised of a General
Subaccount (which will hold the collections with respect to

principal, interest, fees, and expenses) and at |east three other
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subaccounts — the Overcoll ateralization Subaccount (which wll
hol d the Overcoll ateralization anmount described bel ow), the
Capi tal Subaccount (which will hold the initial capital
contribution to the SPE), and the Reserve Subaccount (which wll
hol d any excess col |l ecti ons of RRB Charges as described bel ow). *°
RRB Charge collections in excess of Periodic RRB Paynent
Requirenents will be allocated (a) to the Capital Subaccount to
t he extent the anount therein has been reduced to below the
initial capital contribution, (b) to the Overcollateralization
Subaccount up to the required | evel established at issuance by
the rating agencies and (c) to the Reserve Subaccount any
remai ni ng anounts. To the extent that RRB Charges are
insufficient to nake schedul ed Periodi c RRB Paynment Requirenents
during any period, the accounts will be drawn upon in the
followi ng order: (a) the Reserve Subaccount, (b) the
Overcol | aterali zati on Subaccount and (c) the Capital Subaccount.

The RRB Charge will be calculated (both initially and

as a result of the “True-Up Mechani sni descri bed below) to
recover an anount in excess of the anounts needed to nake

paynents of principal, interest, fees and expenses on RRBs (such

 1n connection with the issuance of the Series 2001-1 RRBs, the rating
agencies required the SPE to establish two additional subaccounts the Servicer
Advance Subaccount (which holds an ampbunt to fund, under certain
ci rcunst ances, enforcenent actions by the Servicer on behalf of RRB hol ders
under RSA Chapter 369-B or the Septenber Finance Order) and the Interest
Reserve Subaccount (which holds an interest reserve anmpunt intended to enhance
the likelihood that paynents of interest on the RRBs will be nade on a tinely
basis). PSNH believes that simlar additional subaccounts may be required for
any RRBs issued pursuant to this Finance O der.
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anount, “Overcollateralization”). The actual anount of
Overcol lateralization required to achieve the highest credit
rating will be finalized prior to the issuance of the RRBs and
will depend primarily on rating agency requirenents and tax
considerations, but is currently expected to be at |east 0.50% of
the initial principal anobunt of the RRBs. The
Overcol lateralization will be collected “pro rata” over tine and
deposited to the Overcoll ateralizati on Subaccount such that the
amount therein will accunulate over tinme in accordance with a
schedul e set forth at issuance.

PSNH will file adjustnments, up or down, to the RRB
Charge pursuant to a true-up nechani sm established in accordance
with RSA 369-B: 4, |11l (the “True-Up Mechanisni). The True-Up
Mechanismis a periodic adjustnment to the RRB Charge which is
designed to account for any previous or projected over- or under-
collections of the RRB Charge. At |east sem -annually and as
frequently as nonthly, PSNH will request an RRB Char ge adj ustnent
such that, during the period for which that RRB Charge will be
billed, RRB Charge collections will be sufficient to (a) pay
principal and interest on the RRBs in accordance with the
expected anortization schedule, (b) nmaintain the
Overcol | aterali zati on Subaccount bal ance at the required |evels,
(c) restore the capital contribution to the Capital Subaccount to

the extent it has been drawn upon to nake paynents on RRBs and
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(d) pay fees and expenses related to RRBs, including any ongoi ng
fees and expenses associated with any other credit enhancenent.
Any anmounts on deposit in the Reserve Subaccount at the tinme that
PSNH cal cul ates a periodic RRB Charge adjustnent, will be
incorporated in such adjustnent. PSNH, as initial Servicer (or
any successor Servicer), intends to account for, and ultimtely
credit to retail customers, any anmounts remaining in the
Col l ection Account, with the exception of the ambunt renmaining in
the Capital Subaccount, after the RRBs are paid in full and the
Total RRB Paynment Requirenments have been di scharged. Such
anounts will be released to the SPE free and clear of any lien in
the favor of the RRB trustee upon retirenment of the RRBs and
di scharge of the Total RRB Paynment Requirenments. These anmounts
will be credited to retail customers through a subsequent
rat emaki ng proceedi ng or such other manner as the Comm ssion may
direct at that tine

Not later than thirty days prior to April 25 and
Cct ober 25 of each year,! PSNH as Servicer (or any successor

Servicer) will file with the Comm ssion a periodic RRB Charge

" These dates correspond to the schedule for the filing of Routine True-
Up Letters for the Series 2001-1 RRBs (i.e., each sem annual anniversary of
the closing for the Series 2001-1 RRBs, as set forth in the Septenber Finance
Order), thereby allowi ng the periodic True-Up Mechani sns for both transactions
to be applied on a coordinated basis. Unless the RRB Transacti on happens to
cl ose on Cctober 25, 2001 (or a later April 25 or Cctober 25), PSNH may
schedule the first periodic true-up later than six nonths after the closing so
that it does not occur too soon after the closing (i.e., skip the first Apri
25 or Cctober 25 that occurs after the closing). PSNH will make this
schedul i ng decision in consultation with its financial advisor, the State
Treasurer and the rating agencies.
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true-up advice letter (“Routine True-up Letter”). Further, to
the extent required by the rating agencies (and also to the
extent described in the Confornmed Settl enent Agreenent prior to
the Recovery End Date (“RED,” as defined in the Conforned
Settlement Agreenent)), PSNH may file Routine True-Up Letters, as
frequently as nonthly, in addition to the sem annual Routine
True-Up Letter filed prior to April 25 and Cctober 25 of each
year. Absent manifest error in the Routine True-Up Letter, the
resulting upward or downward adjustments to the RRB Charge w ||
be effective: (i) in the case of any sem annual adjustnent, on
the ensuing May 1 or Novenber 1, as applicable; or (ii) in the
case of a nore frequent adjustnent, imrediately upon the filing
of the applicable Routine True-Up Letter.

I n addi tion, PSNH seeks Conmi ssion authorization that
whenever it is determ ned that the nethodol ogy used to cal cul ate
RRB Charge adjustnents requires nodification to nore accurately
proj ect and generate adequate RRB Charge collections, a non-
routine true-up letter (“Non-Routine True-Up Letter”) may be
filed, with the resulting RRB Charge adjustnent (reflecting such
nodi fication to the nethodol ogy or nodel) only to be effective
upon revi ew and approval by the Comm ssion that such adjustnent
is necessary to ensure the tinely recovery of all RRB Costs that

are the subject of this Finance Order, with such review and
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determ nation to occur within 60 days of such filing. RSA 369-
B:4, III.

Both Routine True-Up Letters and Non-Routine True-Up
Letters may be filed through the legal final maturity date.

Pursuant to RSA 369-B:3, 1V(b)(9), the SCRC, averaged
over all custoners (including Part 1, the RRB Charge), shall not
exceed 3.40 cents/kWh. 2 |f the RRB Charge is increased or
decreased pursuant to the True-Up Mechanism the SCRC, averaged
over all custoners, will renmain capped at 3.40 cents/kWh. Thus,
any increase in the RRB Charge will result in an adjustnment to
the Part 3, and, if necessary or if the RED has occurred, Part 2
conponents of the SCRC

Unl ess PSNH s unsecured debt achi eves investnent grade
ratings, PSNH may be required by the rating agencies to obtain a
letter of credit or other credit enhancenent to protect against
any cash collection | osses resulting fromthe tenporary
comm ngling of funds. |If (and for so long as) such credit
enhancenent is required, the RRB Costs and the RRB Charge will be
adj usted accordingly to cover the cost of such enhancenent.
V.  TAX CONSI DERATI ONS

The possibility that the Internal Revenue Service (the

“I'RS”) woul d assess incone taxes when this Finance Order is

2 This limt will apply to the total RRB Charge as increased to take
into account any RRBs issued pursuant to this Finance Order. See supra note
8.
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i ssued or when PSNH receives the initial proceeds fromthe RRBs,
rat her than when the RRB Charge revenues are collected, is an
i ssue to PSNH associated with financing the RRB Costs. In
addition to having tax consequences, this would al so
significantly affect the econom cs of issuing the RRBs, as the
benefits of the RRB Transacti on depend | argely upon recogni zi ng
taxabl e inconme in respect of RRB Costs as RRB Charges are paid by
retail custoners, rather than being accelerated into current
i ncome upon the issuance of the RRBs.

I n connection with the issuance of the Series 2001-1
RRBs, PSNH obtained a private letter ruling fromthe IRS. The
private letter ruling provided that (a) the issuance of a finance
order by the Comm ssion pursuant to RSA Chapter 369-B authori zi ng
the collection of RRB Charges will not result in gross incone to

PSNH;, (b) the issuance of RRBs by the SPE will not result in

gross incone to PSNH, and (c) RRBs will be treated as obligations
of PSNH for tax purposes. 1In consultation with tax counsel, PSNH
will determne if it is necessary to submt a request to the IRS

for either a supplenent to the earlier private letter ruling or a
new private letter ruling. |In nmaking this determ nation, tax
counsel will consult with the IRS staff. Based upon the positive
nature of the IRS ruling received in connection with the Series
2001-1 RRBs and other IRS rulings previously issued in respect of

several previous RRB transactions, PSNH antici pates that any
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necessary suppl enental or new private letter ruling would be
favorabl e.

Under RSA 369-B:5, IV and VI, the RRBs will be treated
as notes or bonds of a political subdivision of the State for
pur poses of the interest and dividends tax inposed under RSA
Chapter 77, but will not constitute in any way a debt or
liability of the State or of any political subdivision thereof
and shall not constitute a pledge of the full faith and credit of
the State or any of its political subdivisions.

VI . ACCOUNTI NG AND FI NANCI AL REPORTI NG

The amount financed through the RRB Transaction is
expected to be recorded in accordance with generally accepted
accounting principles (“GAAP’) as |ong-term debt on the bal ance
sheet of the SPE for financial reporting purposes. PSNH, the
SPE, and the holders of RRBs will expressly agree pursuant to the
terms of the applicable docunents to treat the RRBs as debt of
t he SPE secured by, anong other things, the RRB Property and the
O her SPE Col lateral. Because PSNH either will wholly-own or
becone the sole beneficial owner of the SPE, it is required that
the SPE be consolidated with PSNH for financial reporting
pur poses under GAAP. Therefore, the SPE s debt will appear on
t he consol i dated bal ance sheet of PSNH in its annual and
gquarterly financial filings to the Securities and Exchange

Comm ssion. The RRB Transaction is not expected to inpact PSNH s
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credit ratings, as it is expected that the rating agencies wll
determ ne that the RRBs, which are not supported by PSNH s
general revenue stream and not collateralized by the assets of
PSNH, do not affect PSNH s creditworthiness. Therefore, it is
anticipated that the rating agencies will exclude the RRBs as
debt of PSNH for purposes of calculating financial ratios.
VI1. TRUE-SALE OPI Nl ON AND COLLECTI ON SHORTFALLS

Rating agencies will require acceptabl e opinions of
bankruptcy counsel at the tinme the RRBs are issued for assurance
that the SPE and the RRB Property will be bankruptcy-renote from
PSNH. As descri bed above, to obtain such opinions, the transfer
of the RRB Property from PSNH to an SPE must constitute a | egal
“true sale” such that if PSNH were to becone the subject of a
bankruptcy or insolvency case, the RRB Property woul d not be part
of PSNH s bankruptcy estate and therefore would not be subject to
the clains of PSNH s creditors.

RSA 369-B: 6, V expressly provides that transfers of RRB
Property, as described in that section and as approved in a
finance order, shall be treated for all purposes as an absol ute
transfer as in a true sale. |In addition, the RRBs will be non-
recourse to PSNH and its assets, other than the RRB Property sold
to an SPE and the Qther SPE Col | ateral.

Anot her el enent of the bankruptcy analysis focuses on

the separate | egal status of PSNH and the SPE. Although PSNH
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either will wholly-own or becone the sole beneficial owner of the
SPE, the RRB Transaction will be structured so that, in the event
of a bankruptcy of PSNH, the SPE s separate | egal existence would
be respected and the assets and liabilities of the SPE would
remai n separate fromthe estate of PSNH. The structural elenents
supporting such separate existence include, without limtation,
requi renents that the SPE be adequately capitalized, that PSNH be
adequat el y conpensated on an arns-|length basis for the servicing
functions it perforns in billing, collecting, and remtting the
RRB Charges, and that PSNH and the SPE take certain steps to
ensure that creditors are not msled as to their separate
exi stence. These structural protections are inportant because,
wi t hout such protections, a bankruptcy court m ght invoke the
doctrine of “substantive consolidation” and disregard the SPE s
separate existence. Substantive consolidation is an equitable
doctrine in bankruptcy cases that allows courts to disregard the
separate existence of two or nore affiliated entities to ensure
the equitable treatnent of all creditors and to nmaxim ze creditor
recoveries. Wen entities are “substantively consolidated” in a
bankruptcy proceeding, their assets and liabilities are pool ed,
thereby elimnating interconpany clains, and clains of third-

party creditors against any of those entities are generally
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treated as clains agai nst the conmon pool of assets created by
consol i dation. *3

In order to preserve the bankruptcy-renote status of
the SPE and the true-sale nature of the RRB Property and O her
SPE Collateral once it is transferred to the SPE, PSNH cannot
have any claim against the RRB Charges. 1In its capacity as
Servicer, PSNH will bill RRB Charges along with other charges for
services rendered to retail customers obligated to pay such
charges. Amounts collected froma retail custoner which are, in
accordance with the this Finance Order, allocated to the SCRC
shall, in accordance with this Finance Oder, in turn be
all ocated pro rata to the conbined RRB Charge for the Series
2001-1 RRBs and any RRBs issued pursuant to this Finance O der
(Part 1 of the SCRC) and to any remaining portion of the SCRC not
t he subject of a finance order (Parts 2 and 3 of the SCRC).
Further, such anobunts so allocated to the conbi ned RRB Charge
shall in turn be allocated pro rata to the RRB Charge for the
Series 2001-1 RRBs and to the RRB Charge for any RRBs issued
pursuant to this Finance Order based on the respective anount of
each such RRB Charge. |If PSNH collects | ess than the full anount

that is billed to such custoners, it is not permtted, in the

BPSNH and PSNH Fundi ng LLC nust observe these structural protections in
connection with the Series 2001-1 RRB issuance and will be required to
continue to do so upon the issuance of any RRBs under this Finance Order. |If
a new SPE is required to be the issuer of RRBs under this Finance Order, the
new SPE will also be required to observe these structural protections.
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al l ocation of such collections, to favor itself over the SPE, as
owner of the RRB Property.
VI1l. USE OF PROCEEDS

PSNH wi | | use the proceeds of securitization in such

manner as the Conm ssion approves in this Finance Order, but
i ntends generally to provide for the paynent of transaction costs
and the buyout of the purchased power obligation. The follow ng

represents a prelimnary estimte of the use of proceeds: !

Buyout of Wiitefield I PP Purchase $50 million

ol i gation

Fi nanci ng Costs 3 mllion

Total Use of Proceeds $53 million
| X.  FI NDI NGS

Based on the foregoing, the Comm ssion hereby FINDS:
A.  Overall Findings
1. The issuance of this Finance Order, the
i npl enentation of the securitization transaction described above
in the transaction description contained in Parts Il through VIII
of this Finance Order (the “Transaction Description”) and the
consummati on of the RRB Transaction in accord thereof, are

consistent with the public good and will result in benefits to

“The actual use of proceeds anpunt will be adjusted, as necessary, to
reflect the final securitization amobunt. See supra notes 2 and 3.
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retail custonmers that are substantially consistent with the
principles contained in RSA 374-F: 3 and RSA 369-A:1, X, with RSA
369-A:1, XI, and with RSA Chapter 369-B.

2. The issuance of this Finance Order is pursuant to
a request by PSNH and hearings on that request in this
pr oceedi ng.

3. The issuance of this Finance Order is in the
public interest to the extent required by RSA 369-B:1, |IX

4. The renegotiation of PSNH s power purchase
obligations in order to reduce the total cost to ratepayers of
such obligations, and the sharing of the benefits of such
renegoti ated obligations anong ratepayers and all parties
involved in the renegotiations, are in the public interest as set
forth in RSA 369-B:1, XI.

B. Findings Regarding Authority and Procedures

5. The Conmm ssion has conducted the procedures and
investigations in this proceeding and i ssued this Finance O der
pursuant to RSA Chapter 369-B.

C. Findings Regarding the Establishnment of the RRB Costs

6. PSNH may securitize up to $53 mllion® of its
stranded costs (consisting of the buyout of the Whitefield I PP
pur chase obligation and Financing Costs), and this entire anount

is eligible to be considered “RRB Costs” within the nmeani ng of

®*See supra notes 2 and 3.
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RSA 369-B: 2, XIV, is reasonable and is eligible to be funded with
t he proceeds of the RRBs issued under the authority of this
Fi nance Order.

7. The up-front and ongoi ng transaction costs, the
cost of any credit enhancenent associated with the RRB
Transaction, the cost of any swap agreenent or hedge transaction
related to the RRBs, and any other fee, cost or expense in
respect of the RRBs as described in the Transaction Description,
are “RRB Costs” within the neaning of RSA 369-B:2, XIV, are
reasonabl e and are eligible to be financed through the issuance
of the RRBs, in accordance with this Finance O der.

8. Al RRB Costs may be recovered through the RRB
Charge, to be assessed against and collected fromall of PSNH s
retail custonmers taking retail electric service.

D. Findings Regarding the RRB Charge

9. The RRB Charge to be established, adjusted,
mai nt ai ned and collected fromall retail custoners during the
termthat the RRBs are outstanding in accordance with the terns
of RSA Chapter 369-B, and as described in the Transaction
Description, is just and reasonable. This ultimate finding is
based upon the totality of evidence presented on the record of
this proceeding. This ultimate finding is al so based upon the
Comm ssion’s specific reliance upon sworn representations of NU

and PSNH wi t nesses during hearings on the Septenber Finance O der
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in DE 99-099 that if, because of PSNH s conduct, the actual RRB
Charge or RRB Transaction is found to differ in a significant,
mat eri al or unreasonable way fromthe terns of this Finance O der
or RSA Chapter 369-B, the Comm ssion will have the jurisdiction
and authority with respect to PSNH or its successors to take such
remedi al rate-nmaki ng nmeasures as necessary in order to protect
the public interest and to restore the equitable, appropriate and
bal anced result previously determned to exist. The evidence
presented al so supports the follow ng specific findings. The RRB
Char ge:

(a) wll be a non-bypassabl e, nondiscrimnm natory,
appropriately structured charge of limted duration;

(b) wll be a nmonthly usage-based charge to be stated
on each retail customer’s nmonthly bill;

(c) wll be in an anpbunt necessary and sufficient to
provide for the full recovery and paynent of the Total RRB
Paynment Requirenents; and

(d) wll be a conmponent of the SCRC.

10. The procedures and net hodol ogi es for adjusting the
RRB Charge as necessary to ensure the tinely recovery of all RRB
Costs during the termthat the RRBs are outstanding, as set forth
in the Transaction Description, are just and reasonable, wl|
serve to reconcile the actual RRB Charge collected with the RRB

Charge expected to have been collected during the relevant prior
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periods in a manner such that the adjusted RRB Charge wi Il be
sufficient to provide for the full recovery of the Total RRB
Paynment Requirenents in accordance with this Finance Order, and
conply with RSA 369-B: 4, I111.

11. The procedures and net hodol ogi es for ensuring that
the RRB Charge is collected fromall retail customers that obtain
retail electric service fromother electricity service providers,
as described in the Transaction Description, are reasonable and
will be sufficient to provide for the full recovery of the Total
RRB Paynment Requirements in accordance with RSA 369-B:4, |V and
t hi s Finance Order.

12. The procedures and net hodol ogi es for allocating
anounts collected fromretail custonmers that purchase or
ot herwi se obtai n back-up, maintenance, energency or other
delivery or energy service, on a pro rata basis anong the SCRC
and the Delivery Charge, system benefits charge, energy
consunption tax, Hydro-Quebec support paynents, and, if
applicable, the transition or default service charges as these
charges are identified in Section V of the Conformed Settl enment
Agreenment and ot her rates and charges, as described in the
Transaction Description and PSNH s Retail Delivery Service Tariff
as filed with the Conmi ssion in DE 99-099, are reasonable.

13. The range of rates projected for the RRB Charge,

based on evidence in the record concerning estinmated interest
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costs, electricity costs, other economc factors, and the
procedures and met hodol ogi es for establishing rates nore
generally set forth in the Confornmed Settl enent Agreenment are
equi tabl e, affordable and appropriate and reasonably bal ance the
conpeting interests of consunmers and RRB investors so that RRB
investors will realize a reasonable return and retail custoners
will not suffer any undue burden.

14. The assunptions and projections provided in DE 99-
099 upon which the RRB Charge and projections as to future RRB
Charges are based, including but not limted to the |oad forecast
and the projection of wholesale electric prices, are reasonable.

15. The Conmission finds that the SCRC, averaged over
all customers (including the RRB Charge), will not exceed 3.40
cent s/ kW.

E. Findings Regarding the |Issuance of the RRBs

16. The issuance of the RRBs pursuant to the terns of
this Finance Order is reasonable and consistent with the public
good.

17. The Commi ssion finds that in order to obtain the
hi ghest rating on the RRBs as possible, conmensurate with
achieving the | owest overall cost for the RRBs consistent with
mar ket conditions then in existence, it is necessary, reasonable
and consistent with RSA Chapter 369-B that PSNH be afforded a

reasonabl e degree of flexibility in establishing the ternms and
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conditions of the RRB i ssuances with respect to the follow ng
matters, as long as the resulting issuance is consistent with the
Transacti on Description:

(a) The amount of the additional capitalization of the
SPE; 6

(b) The form interest rate (whether fixed or
vari able), price, anortization schedul e, nunber of series, nunber
of classes and their principal anount, and determ nation of
credit ratings and other characteristics of RRBs;

(c) The all-in cost of the RRBs, provided that as
cal cul ated in accordance with Exhibit 1 attached to this Finance
Order, the all-in cost shall be at |east 100 basis points |ess
than PSNH s Pre- Tax Revenue WACC (as defined in Exhibit 2
attached to this Finance Order) as of the date the RRBs are
priced. In addition, the weighted average life of all series of
RRBs, cal cul ated in accordance with Exhibit 3 attached to this
Fi nance Order, shall be not less than 2 years and not nore than 6
years;

(d) The rating agencies fromwhich it wll seek
ratings for the RRBs, the nunmber of ratings agencies from which
ratings shall be sought, and the actual ratings |evel targeted;

(e) The issuance of variable-rate RRBs, provided that

a fixed-interest rate paynent nust be used to calculate the RRB

®*See supra 5 and acconpanyi ng text.
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Charge, and if such variable-rate issuance will result in a | ower
all-in cost associated with the RRBs;

(f) The Servicing Fee for any successor Servicer, if
such Fee will be no nore than 1.5% of the outstanding principal
bal ance of the RRBs if the successor Servicer is not billing the
RRB Charge in conjunction with other charges;

(g) The nunber of subaccounts of the Collections
Account into which the RRB Charge collections will be deposited;

(h) The actual amount of Overcollateralization and
ot her credit enhancenent;

(1) Wether it is necessary to obtain a letter of
credit or other credit enhancenent to protect against any cash
collection | osses resulting fromthe tenporary conm ngling of
funds; and

(j) Such other up-front and ongoi ng transacti on costs,
as described in the Transaction Description, as may be required
by the rating agencies and tax authorities.

18. The RRBs will be non-recourse to PSNH and its
assets, but will be secured by a pledge of all right, title, and
interest of the SPE in its RRB Property and Ot her SPE Col |l ateral.

19. The determ nations by PSNH concerning the final
terms and conditions of the RRBs shall be subject to the
oversight of the State Treasurer. The State Treasurer’s oversight

shall be part of this docket and not a separate proceeding. The
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State Treasurer’s oversight over the terns and conditions of the
RRB i ssuance shall be governed by the ternms of this Finance O der
and, pursuant to RSA 369-B:5, X, shall not be governed by the
provi si ons of RSA Chapter 541 or RSA Chapter 541-A

20. In accordance with RSA 369-B:5, IV and VI, RRBs
i ssued pursuant to this Finance Order will be treated as notes or
bonds of a political subdivision of the State for purposes of the
i nterest and dividends tax inposed under RSA Chapter 77, but wll
not constitute a debt or liability of the State or of any
political subdivision thereof, and will not constitute a pl edge
of the full faith and credit of the State or any of its political
subdi visions. In accordance with RSA 369-B:5, V, the issuance of
RRBs pursuant to this Finance Order will not in any way obligate
the State or any political subdivision thereof to nmake
appropriations for paynment thereof.

F. Findings Regarding the Establishnment of RRB Property

21. The RRB Charge constitutes “RRB Property” within
t he neani ng of RSA 369-B:2, XV and will represent a current and
irrevocabl e vested property right including, without limtation,
the right, title and interest of PSNH or the SPE in and to al
revenues, collections, clains, paynents, noney or proceeds of or
arising fromthe RRB Charge authorized pursuant to this Finance
Order to recover the RRB Costs, and to all rights to obtain

adj ustnments to the RRB Charge pursuant to the terns of this
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Finance Order. As provided in RSA 369-B:2, XV, “RRB Property”
shall constitute a current and irrevocabl e vested property right,
notw t hstanding the fact that the value of such property right
may depend upon electricity usage or the performance of certain
servi ces.

22. Pursuant to RSA 369-B:6, Il, the State of New
Hanpshire has pl edged, contracted and agreed with the owners of
the RRB Property and holders of and trustees for RRBs that
neither the State, nor any of its agencies, including the
Comm ssion, will limt, alter, anmend, reduce or inpair the RRB
Charge, RRB Property, this Finance Order or any rights hereunder
or thereunder, or ownership thereof or security interest therein,
until the RRBs, including all principal, interest, premum costs
and arrearages thereon, are fully net and di scharged, unless
adequate provision is made by law for the protection of the
owners, holders and trustees.

23. The RRB Charge inposed, and the RRB Property
establ i shed, pursuant to this Finance Order will be irrevocabl e,
and the prohibition established in RSA 369-B: 3, |l against any
rescission, alteration, or anendnent of this Finance Order or the
taki ng of any other action, directly or indirectly, to revalue or
revise the RRB Charge or the RRB Costs will be binding upon the

Comm ssi on and any successor thereto.
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24. The owner of the RRB Property will have the right
to recover an aggregate anmount equal to the Total RRB Paynent
Requirenents until the RRBs (or any refunding RRBs authorized by
t he Conmm ssion) have been discharged in full through continued
assessnment, collection, and remttance of RRB Charges from al
retail custonmers taking retail electric service.

G Fi ndi ngs Regarding the SPE and the Sale of the RRB
Property to the SPE

25. The organization (if necessary) and additional
capitalization of the SPE in accordance with the Transaction
Description or as may be required by the rating agencies and tax
authorities will, along with other neasures, enable the RRBs to
recei ve the highest investnment ratings and therefore be issued at
t he | owest possible cost under then-current market conditions.?’

26. The SPE is a “financing entity” within the nmeaning
of RSA 369-B:2, VI.

27. The sale and transfer of the RRB Property to the
SPE pursuant to this Finance Order is reasonable. 1n accordance
with RSA 369-B:6, V, the sale and transfer of the RRB Property by
PSNH to the SPE pursuant to this Finance Order shall be treated
as an absolute transfer of all of PSNH s right, title, and
interest, as a legal true sale, and not as a pl edge or other

financing, of the RRB Property, in each case notw thstanding the

See supra note 5 and acconpanyi ng text.
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foll owi ng, which are hereby determ ned not to affect such
absolute transfer and |l egal true sale: (i) any contrary treatnent
of such transfer for accounting, tax or other purposes, (ii)
certain indemities (including mandatory redenption or repurchase
obligations related thereto) provided for in the RRBs or in the
RRB transacti on docunents, (iii) PSNH s collection of RRB Charges
pursuant to the Servicing Agreenent authorized by this Finance
Order, or (iv) PSNH s providing any credit enhancenent to the SPE
as described in the Transaction Description.

28. PSNH s proposed use of the proceeds fromthe sale
of the RRB Property to the SPE as described in the Transaction
Description constitutes perm ssible uses of such proceeds in
accordance with RSA 369-B:5, 1.

H.  Findings Regardi ng Rel ated Agreenents and Accounting and
Col | ecti ons

29. PSNH is authorized to enter into a Servicing
Agreenent and Adm nistration Agreenent with the SPE to
consunmmate the RRB Transaction and to inplenent this Finance
Order, as described in the Transaction Description. Such
Servicing and Adm ni stration Agreenents shall be in substantially
the same formin material respects as those entered into between
PSNH and PSNH Fundi ng LLC in connection with the Series 2001-1
RRBs, each as filed by PSNH with the Conmm ssion in DE 99-099 on

April 26, 2001. PSNH shall file a copy of the executed Servicing
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and Adm nistration Agreenents with the Comm ssion within three
busi ness days of their effective dates.

30. Based upon PSNH s accounting and billing
information systens capabilities, the proposed billing,
collection and rem ttance of actual RRB Charges is reasonable.
To the extent estimation of RRB Charge collections is required
for remttance to the SPE, such estinmation nethodology will be
subj ect to rating agency approval and, prior to the issuance of
RRBs, the oversight of the State Treasurer.

31. The RRB Charge billing, collection, and rem ttance
procedures to be inposed upon any approved TPS, as set forth in
the Transaction Description, are comercially reasonabl e and
conply with the provisions of RSA 369-B:4, IV. The Conmm ssion
finds that the billing, collection and rem ttance of RRB Charges
by a TPS nay increase the risk of shortfalls in the RRB Charge
collections. The Conmi ssion also finds that the risk of
interruption may increase the risk to investors, potentially
reducing the credit ratings and increasing the cost of the RRBs.
The standards for such procedures set forth in the Transaction
Description are consistent with those inposed by public utility
commi ssions in connection with recent securitization approvals of
simlar size and conplexity. See Septenber Finance Order; Re

Public Service Electric and Gas Conpany, 197 PUR4th 102 ( NJBPU,
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Septenber 17, 1999); Re Boston Edi son Conpany, 193 PUR4th 274
(MDTE, April 2, 1999).

32. PSNH s plan to account for, and ultimtely credit
to ratepayers, any anmounts remaining in the Collection Account,
with the exception of the anmount remaining in the Capital
Subaccount, after the RRBs are paid in full and the Total RRB
Paynment Requirenents have been discharged is reasonable and is in
accordance with RSA Chapter 369-B.

X, FI'NDI NGS REGARDI NG PSNH S USE OF PROCEEDS

33. The use of proceeds by PSNH, as described in the
Transaction Description is just and reasonable. Any subsequent
review by the Conmm ssion of the use of proceeds by PSNH shall not
suspend the effectiveness of this Finance O der.

XI. APPROVALS and AUTHORI ZATI ONS
Based on the foregoing, the Comm ssion hereby GRANTS

the foll ow ng Approval s and Aut hori zati ons:

A. Overall Approval
1. PSNH i s authorized to consunmate the RRB
Transaction upon the authority granted in this Finance O der

wi t hout further action or order by this Comm ssion.
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2. The issuance of this Finance Order, the
i npl enentation of the securitization proposal and the
consunmation of the RRB Transaction are consistent with the
public good, will result in benefits to retail custoners that are
substantially consistent with the principles contained in RSA
374-F: 3, RSA 369-A:1, X and RSA 369-B:1, XI, with RSA 369-A 1, Xl
and with RSA Chapter 369-B, and are hereby approved. This
Finance Order is approved under the authority of and issued
pursuant to RSA Chapter 369-B.

3. This Finance Order and the RRB Charge!® authorized
to be inposed and coll ected pursuant to this Finance Order shal
be irrevocabl e and neither this Comm ssion nor any successor
thereto shall take any action to rescind, alter or anend this
Fi nance Order or otherwise to, directly or indirectly, revalue or
revise for ratemaking purposes the RRB Costs, or the costs of
provi di ng, recovering, financing, or refinancing the RRB Costs,
determ ne that such RRB Charge is unjust or unreasonable, or in
any way reduce or inpair the value of the RRB Property either
directly or indirectly by taking such RRB Charge (other than the
portion of such RRB Charge constituting a servicing fee payable
to PSNH) into account when setting other rates for PSNH, nor

shal | the anmount of revenues arising with respect to the RRB

¥See supra note 8 and acconpanyi ng text.
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Charge be subject to reduction, inpairnent, postponenent or
term nation.
B. Approval Regarding the Establishnent of the RRB Costs

4. The Conmm ssion approves and desi gnates as RRB
Costs, within the neaning of RSA 369-B:2, XIV: (i) an anmount no
greater than $53 mllion! of PSNH s stranded costs and up-front
transaction costs, as detailed in this Finance O der and
described in the Transaction Description; and (ii) ongoing
transaction costs, the cost of any credit enhancenent associ ated
with the RRB Transaction, the cost of any swap agreenent or hedge
transaction related to the RRBs, and any other fee, cost or
expense in respect of the RRBs as described in the Transaction
Descri ption.

C. Approval s Regarding the RRB Charge

5. The RRB Charge to be established, adjusted,
mai nt ai ned and col lected fromall retail customers taking retai
el ectric service during the termthat the RRBs are outstanding in
accordance with the terns of RSA Chapter 369-B, the Transaction
Description, and the Findings is just and reasonable and is
her eby approved.

6. The initial RRB Charge, as determned in
accordance with the Transaction Description and RSA Chapter 369-

B, and to be filed in the Issuance Advice Letter, is just and

®See supra notes 2 and 3.
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reasonabl e and is hereby approved. Such initial RRB Charge wl|
be effective upon such filing.?

7. The procedures and net hodol ogi es set forth in this
Fi nance Order for adjusting the RRB Charge during the termthat
the RRBs are outstanding, as described in the Transaction
Description, are just and reasonabl e, and are hereby approved.

8. The procedures and net hodol ogi es set forth in this
Fi nance Order for ensuring that the RRB Charge is collected from
all retail customers that obtain retail electric service from
other electricity service providers, as described in the
Transaction Description, is just and reasonable, and is hereby
approved.

9. The procedures and net hodol ogi es for allocating
anounts collected fromretail custonmers that purchase or
ot herwi se obtai n back-up, maintenance, energency or other
delivery or energy service, on a pro rata basis anong the SCRC
and the Delivery Charge, system benefits charge, energy
consunption tax, Hydro-Quebec support paynents, and, if
applicable, the transition or default service charges as these
charges are identified in Section V of the Conformed Settl enent
Agreenent, and other rates and charges, as described in the

Transaction Description and PSNH s Retail Delivery Service Tariff

Y See supra note 8 and acconpanyi ng text.
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as filed with the Comm ssion in this proceedi ng, are reasonabl e,
and such procedures and net hodol ogi es are hereby approved.

10. The SCRC, averaged over all custoners (including
the RRB Charge), shall not exceed 3.40 cents/ kW per RSA 369-B:3
I V(b) (9).

D. Approval s Regarding the |Issuance of the RRBs

11. Subject to Approval No. 13 below, the issuance of
the RRBs substantially in accordance with the Transaction
Description, including but not limted to the terms and anounts
of the RRBs, the expected final maturity of the RRBs of up to
approximately 6 years, the legal final maturity of the RRBs
conplying with RSA 369-B:5, VIII, the up-front and ongoi ng
transaction costs expected to be incurred in issuing the RRBs,
the costs of any credit enhancenents, and the uses of the
proceeds fromthe issuance of the RRBs, is reasonabl e and
consistent wth the public good, and is hereby approved.

12. Subject to Approval No. 13 below, and as |ong as
consistent wth Finding No. 17 above, the final terns and
conditions of the RRBs authorized by this Finance O der,
including but not limted to the schedul e of principal
anortization, credit enhancenent, frequency of principal or
i nterest paynents, the interest rates on the RRBs and manner of
setting such interest rates (fixed or variable), redenption

features, the manner of sale of the RRBs, the nunber and
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determ nation of credit ratings and all other terns and
conditions of the RRBs, the approval of final transaction
docunents, and certain up-front and ongoi ng transacti on costs,
shall, to the extent consistent with the provisions of this
Fi nance Order, be determ ned by PSNH at the tine RRBs are priced
and after input fromthe rating agencies, tax authorities, the
underwriters, and the State Treasurer. This procedure for
i ssuing the RRBs, based on current market conditions and directed
to achieve the | owest overall cost possible, including the filing
of the |Issuance Advice Letter, in accordance with this Finance
Order is reasonable and consistent with the public good, and is
her eby approved.

13. PSNH is authorized to consummate the issuance of
the RRBs in one or nore series upon such ternms as nay be
established by or on behalf of PSNH at the tine of issuing such
securities, so long as (a) the all-in cost of the RRBs,
cal cul ated in accordance with Exhibit 1 attached to this Finance
Order, is at least 100 basis points |ess than PSNH s Pre- Tax
Revenue WACC (as defined in Exhibit 2 attached to this Finance
Order) as of the date that the RRBs are priced, and (b) the
wei ghted average |ife of all series of RRBs, calculated in
accordance with Exhibit 3 attached to this Finance Oder, is not

| ess than 2 years and not nore than 6 years.
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14. The determ nations by PSNH concerning the final
terms and conditions of the RRBs shall be subject to the
oversight of the State Treasurer. PSNH shall cooperate with the
State Treasurer and her advisers throughout the entire process of
i ssuing the RRBs, including but not limted to providing the
State Treasurer and her advisers with drafts of all documents
pertaining to the issuance of the RRBs and an opportunity to
comment on such docunents as well as such other information and
materials as the State Treasurer or her advisers may reasonably
request .

15. The State Treasurer shall provide a report of the
results and concl usions of her oversight activities to the
Comm ssion and PSNH (the “Report”) within 90 days after the RRB
i ssuance.

16. If, at any tinme (but not later than three business
days prior to the closing for the RRBs) the State Treasurer
concludes that PSNH has failed to exercise fiscal prudence or to
achieve the | owest overall cost for the RRBs, the State Treasurer
shall promptly notify the Comm ssion and PSNH in witing of such
conclusion (the “State Treasurer’s Prelimnary Concl usion”).

Such witten notice shall include in reasonable detail the basis
for the State Treasurer’s Prelimnary Conclusion. Such
notification by the State Treasurer to the Comm ssion and PSNH

shal | not suspend the effectiveness of this Finance O der.
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17. If the State Treasurer (i) shall have delivered to
the Comm ssion and PSNH a witten notice pursuant to Approval No.
16 above and (ii) concludes that PSNH caused the RRBs to be
i ssued without adequately addressing the State Treasurer’s
Prelimnary Conclusion (the “State Treasurer’s Final
Conclusion”), the State Treasurer shall include in its Report in
reasonabl e detail the basis for the State Treasurer’s Final
Conclusion. Such filing by the State Treasurer with the
Comm ssi on shall not suspend the effectiveness of this Finance
O der.

18. Upon receipt of the Report, delivered pursuant to
Approval No. 17 above and containing therein the State
Treasurer’s Final Conclusion, the Comm ssion nmay conduct such
further proceedings as it deens appropriate to determne if, as a
result of PSNH s failure to adequately address the State
Treasurer’s Prelimnary Conclusion, PSNH failed to exercise
prudence and achi eve the | owest overall cost for the RRBs. |If
t he Conmi ssion so determnes that PSNH failed to exercise fisca
prudence or to achieve the | owest overall cost for the RRBs, the
Comm ssion may reduce Part 3 of the SCRC by the Present Value (as
defined in the Conforned Settl ement Agreenent) of the excess
costs, if any, that the Commi ssion determ nes were incurred as a
result of such failure. Such further proceedings shall not

suspend the effectiveness of this Finance O der.
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19. In accordance with RSA 369-B:5, |1V and VI, RRBs
i ssued pursuant to this Finance Order will be treated as notes or
bonds of a political subdivision of the State for purposes of the
i nterest and dividends tax inposed under RSA Chapter 77, but wll
not constitute a debt or liability of the State or of any
political subdivision thereof, and will not constitute a pl edge
of the full faith and credit of the State or any of its political
subdi visions. In accordance with RSA 369-B:5, V, the issuance of
RRBs pursuant to this Finance Order will not in any way obligate
the State or any political subdivision thereof to nmake
appropriations for their paynent.

E. Approvals Regarding the Establishment of the RRB Property

20. The creation and establishnent for the benefit of
PSNH (or any assignee in accordance with the terns of this
Finance Order) of the RRB Property is hereby approved. Such RRB
Property, constituted and effective in accordance with RSA 369-
B:2, XV, will be entitled to all treatnment and rights accorded to
RRB Property under RSA Chapter 369-B.

21. The RRB Property established by this Finance O der
will represent a continuously existing current and irrevocable
vested property right in accordance with the provisions of RSA
369-B: 2, XV and RSA 369-B:6, | for all purposes, including for
t he purpose of contracts relating to or securing the RRBs,

whet her or not the revenues and proceeds arising with respect to
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t he RRB Charge have accrued at the tinme of this Finance O der,
and will include, without limtation, the right, title, and
interest in and to all revenues, collections, clainms, paynents,
noney, or proceeds of or arising fromor constituting (a) the RRB
Charge authorized by this Finance Order including the initial RRB
Charge set forth in the Issuance Advice Letter as may be adjusted
fromtime to tine in order to recover RRB Costs and to generate
anounts sufficient to discharge an anount equal to the sum of the
Periodi c RRB Paynment Requirenments, for the period which such RRB
Charge will be billed, as found and aut hori zed herein, and (b)
all rights to obtain periodic adjustnents and non-routine
adjustnments to the RRB Charge in accordance with the True-Up
Mechani sm

22. The RRB Property created and established by this
Finance Order will constitute a current and irrevocabl e vested
property right of the owner thereof or its assignee or
transferee, which continuously exists with all of the rights and
privileges of RSA 369-B:2, XV, RSA 369-B:6, and RSA 369-B:7 unti l
the owner or its assignee or transferee has recei ved RRB Charges
sufficient to discharge the Total RRB Paynent Requirenents in
full. Such property right may not be limted, altered, anended,
reduced, or inpaired by any subsequent actions of the State, any
of its agencies, including the Comm ssion, PSNH or any third

party, and shall, to the fullest extent permtted by |aw, be
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enforceabl e against PSNH, its successors and assigns, and al
other third parties, including judicial lien creditors, claimng
an interest therein by or through PSNH or its successors or
assigns. Nothing in this paragraph shall preclude such
limtation, alteration, anmendnent, reduction, or inpairnent if
and when adequate provision shall be made by |aw for the
protection of the owner of the RRB Property or its assignee or
t ransf er ee.
F. Approval s Regardi ng the SPE

23. The creation (if necessary) of a bankruptcy-renote
SPE in accordance with the Transaction Description, to which the
RRB Property subject to this Finance Order may be sold, is hereby
approved. %!

24. The additional capitalization by PSNH of the SPE
in accordance with the Transaction Description and Findings, is
her eby approved. 22

G Approval s Regarding the Sal e and Assi gnnent of the RRB
Property

25. The sale or assignnent, w thout recourse, by PSNH
of all of its right, title and interest in the RRB Property to
the SPE, and the acquisition of such RRB Property by the SPE, in

accordance with the Transaction Description is hereby approved.

% See supra note 4 and acconpanying text.

2gee supra note 5 and acconpanyi ng text.
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26. The sale by PSNH of the RRB Property to the SPE in
accordance with the Transaction Description will be pursuant to
and governed by RSA 369-B:6, Ill and V, and, accordingly, wll be
treated as an absolute transfer of all of PSNH s rights, title,
and interest, as a legal true sale, and not as a pledge or other
financing, of the RRB Property, in each case notw thstanding the
foll owi ng, which are hereby determ ned not to effect such
absolute transfer and legal true sale: (i) any contrary
treatment of such transfer for accounting, tax or other purposes,
(ii) certain indemities (including nmandatory redenption or
repurchase obligations related thereto) provided for in RRBs or
in the RRB Transacti on Docunents, (iii) PSNH s collection of the
RRB Charge pursuant to the Servicing Agreenent authorized by this
Fi nance Order, or (iv) PSNH s providing any credit enhancenent to
such SPE as described in the Transaction Descri ption.

27. Upon the effectiveness of the sale and assi gnnent
of the RRB Property, the SPE, as owner of the RRB Property, and
the holders of the RRBs, or any trustee acting therefor, will be
entitled to rely on and shall be entitled to the benefit of the
pl edge, contract and agreenent of the State of New Hanpshire set
forth in RSA 369-B:6, |1, and the SPE is hereby authorized to
i nclude this pledge, contract, agreenent and acknow edgnent of

the State in any contracts with current or prospective hol ders,
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or any trustee therefor, of the RRBs, or in any docunentation
relating to the RRBs.

28. Upon the effectiveness of the sale and assi gnnent
of the RRB Property: (i) the SPE shall have all of the rights
originally held by PSNH with respect to such RRB Property,
including, without limtation, the right to exercise any and al
rights and remedies, including the right to authorize the
Servicer to disconnect service (including backup service) to the
extent permtted by RSA 369-B: 4, 1V, and applicable regul ations,
to assess and coll ect any amounts payabl e by any custoner in
respect of such RRB Property, notw thstandi ng any objection or
direction to the contrary by PSNH, as initial Servicer, or any
successor Servicer, and (ii) any paynent by any custoner to the
SPE shal |l di scharge such custonmer’s obligations in respect of
such RRB Property to the extent of such paynent, notw thstandi ng
any objection or direction to the contrary by the Servicer.

29. Upon the effectiveness of the sale and assi gnnment
of the RRB Property to the SPE, PSNH or any successor Servicer
shall not be entitled to recover RRB Charges other than for the
benefit of the SPE or its successor, in accordance with RSA 369-
B:6, IV and PSNH s or any successor’s duties as Servicer of such
RRB Property as authorized by this Finance Order.

H. Approval s Regarding the Establishnent of a Statutory
Security Interest in the RRB Property
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30. Pursuant to RSA 369-B:7, VIII, upon the effective
date of this Finance Order, there shall exist a statutory first
priority lien on all RRB Property then existing or thereafter
arising pursuant to the terns of this Finance O der.

31. Such lien shall secure all obligations, then
exi sting or subsequently arising, to the holders of RRBs, the
trustee or representative for such holders and the SPE and shal
ari se by operation of |law automatically w thout any action on the
part of PSNH or any other person. Such lien shall be valid,
perfected, and enforceabl e upon the effectiveness of this Finance
Order without any further public notice. PSNH does expect to
file financing statenents with respect to the RRB Property which
will constitute a protective filing pursuant to RSA 369-B:7,
VIIl. |If the RRB Property subject to this Finance Order is
transferred and sold to nore than one SPE, any collections in
respect of the undivided beneficial interests in RRB Charges
related to such RRB Property will be allocated pro rata anong
such undi vi ded beneficial interests to give effect to the par
passu first priority statutory liens on the SPE s portion of the
RRB Property subject to this Finance O der.

32. The pledge by the SPE of all of its interest in
the RRB Property and the O her SPE Collateral, to secure RRBs
i ssued in connection with such pledge, is hereby approved.

|. Approvals Regarding Third Party Suppliers
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33. Any TPS that may be permtted to collect RRB
Charges shall (i) neet the creditworthiness criteria to be
established by the Conmm ssion and, at a mininmum the criteria set
forth and approved in this Finance Order; and (ii) conply with
the billing, collection and renmittance procedures and information
access requirenents and such other procedures contained in the
RRB Transacti on docunents as the rating agencies may require,
once such additional procedures are approved by the Comm ssion.

34. The RRB Charge billing, collection, and rem ttance
procedures to be inposed upon any approved TPS, as set forth in
the Transaction Description, and found, in Finding No. 31, above,
to be commercially reasonable and in conpliance with the
provi sions of RSA 369-B:4, |V, are hereby approved.

J. Approval Regarding Swap and Hedge Transacti ons

35. Subject to Approval No. 13 above, the
i npl enentati on of swap agreenents or other hedge transactions in
connection with the RRBs consistent with the Transaction
Description and Fi ndi ngs, above, is consistent with the public
good and is hereby approved. Interest paynents made to a
counterparty of a swap agreenent or hedge transaction, and the
costs of inplenenting such transaction, shall constitute “RRB
Costs” within the neaning of RSA 369-B:2, XV, shall be
calculated in and recovered through the RRB Charge, and shall be

entitled to all the rights and protections under this Finance
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Order and RSA Chapter 369-B as other RRB Costs, just as if the
RRBs were fixed rate instrunments and these anounts were directly
due to holders of the RRBs.

K. Approval s Regardi ng Servicing and Col | ection
Procedures, and Accounts

36. The Servicing Agreenent, to the extent it is
substantially consistent in material respects with the
description of such agreenent in the Transaction Description and
the servicing agreenent entered into in connection with the
Series 2001-1 RRBs, as filed by PSNH with the Comm ssion in DE
99-099 on April 26, 2001, under which PSNH will agree to continue
to operate its distribution systemto provide service to retai
custoners, to bill and collect RRB Charges for the benefit and
account of such SPE or its assigns, and to account for and remt
t hese anmounts to or for the account of such SPE or its assigns,

i ncludi ng the amobunt of the Servicing Fee inposed thereunder, is
reasonabl e and consistent with the public good, and is hereby
approved. Pursuant to RSA 369-B:6, |1V, PSNH shall enter into the
Servicing Agreenent, and any successor Servicer shall be required
to enter into a simlar Servicing Agreenent.

37. The RRB Charge billing, collection and remttance
procedures, as described in the Transaction Description, subject
to rating agency approval to the extent estimation of RRB Charge
collections is required, are reasonable, consistent with the

publi c good and are hereby approved.
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38. In the event of a default by a Servicer in
remttance of RRB Charges, the Conmission will, in accordance
with RSA 369-B:7, VI and VII1, upon application by (i) the

trustee or holders of the RRBs, (ii) the trustee for the SPE or
its assignees, or (iii) pledgees or transferees of the RRB
Property, order the sequestration and paynent to or for the
benefit of the pledgees or transferees of the revenues arising
with respect to the RRB Property.

39. In the event of a default by a Servicer under any
Servicing Agreenment with respect to RRBs, the SPE or the trustees
or representatives of the holders of RRBs may appoint a successor
Servicer for the RRB Property, subject to the approval of the
Comm ssi on, who shall pronptly assunme billing responsibilities
for RRB Charges. The Comm ssion shall act on an expedited basis
wi thin 30 days to approve such successor Servicer. Such
successor Servicer shall assune all rights and obligations under
RSA Chapter 369-B and this Finance Order as though it were the
Servicer at the tine such RRBs were issued.

40. The Servicer will allocate anpbunts collected from
each retail customer on a pro rata basis anong the SCRC and the
Del i very charge, system benefits charge, energy consunption tax,
Hydr o- Quebec support paynents, and, if applicable, the transition
or default service charges as these charges are identified in

Section V of the Conforned Settl enent Agreenent. Such anounts so
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allocated to the SCRC shall, in accordance with the Confornmed
Settlenment Agreenent, in turn be allocated pro rata to the
conbi ned RRB Charge for the Series 2001-1 RRBs and any RRBs
i ssued pursuant to this Finance Order (i.e., Part 1 of the SCRC)
and to any remai ning portion of the SCRC not the subject of a
finance order (i.e., Parts 2 and 3 of the SCRC, as described in
the Conforned Settlenment Agreenent). Further, such anmounts so
all ocated to the conbined RRB Charge shall in turn be allocated
pro rata to the RRB Charge for the Series 2001-1 RRBs and to the
RRB Charge for any RRBs issued pursuant to this Finance O der
based on the respective anount of each such RRB Char ge.

41. A successor Servicer may not replace PSNH as
Servicer in any of its servicing functions with respect to the
RRB Charge and the RRB Property authorized by this Finance O der
unl ess (i) such replacenent is requested by RRB holders, (ii)
such replacenent will not cause the then current credit ratings
on RRBs to be withdrawn or downgraded, or (iii) the successor
Servicer is the successor to PSNH s distribution system

42. Regardless of who is responsible for billing of
the RRB Charge, the RRB Charge will be assessed agai nst and
collected fromall PSNH s retail custoners taking retail electric
service. Any retail custonmer will continue to be responsible for

paynent of the RRB Charge billed, but not yet remtted, to the
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Servicer to the extent such customer has not paid the RRB Charge
billed to it.

43. In the event of a failure of any retail custoner
to pay the RRB Charge, the Servicer or any approved TPS is
aut hori zed to disconnect retail electric service to such custoner
in accordance with RSA 369-B:4, |V and applicable regul ations.

44. PSNH, as initial Servicer, or any successor
Servicer, shall be entitled to an annual Servicing Fee. The
Comm ssi on approves the Servicing Fee as follows: As initial
Servicer, PSNH will be paid a Servicing Fee equal to 0.25% of the
out standi ng princi pal bal ance of the RRBs, which fee will be
included in the calculation of the RRB Charge. A successor
Servicer will be paid a Servicing Fee equal to no nore than 1.5%
of the outstanding principal balance of the RRBs, if such
successor Servicer is not billing the RRB Charge in conjunction
with other charges. |If the successor Servicer is billing the RRB
Charge in conjunction with other electric service charges, then
t he Servicing Fee payable to such successor Servicer wll be
0. 25% of the outstanding principal balance (equal to the fee
payable to PSNH as initial Servicer).

45. PSNH, as initial Servicer, may not voluntarily
resign its duties as Servicer without prior witten approval of

the Comm ssion. In any event, PSNH shall not resign as Servicer
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if such resignation would result in the reduction or w thdrawal
of the credit rating for the RRBs.

46. The establishnment and procedures for maintenance
of the Collection Account, the General Subaccount, the Capital
Subaccount, and the Reserve Subaccount in accordance with the
Transaction Description are reasonabl e, consistent with the
public good and are hereby approved. #

47. Any anounts accounted for in the Reserve
Subaccount, which represent collections in excess of the fully
funded credit enhancenent reserves, at the tine that PSNH
cal cul ates a periodic RRB Charge adjustnment, will be incorporated
in such adjustnent, in accordance with RSA 369-B:4, 11l1. PSNH
as initial Servicer (or any successor Servicer), shall account
for, and ultimately credit to retail custoners, any anmounts
remai ning in the Collection Account after the RRBs are paid in
full, such as any overcollateralization anounts, including
i nterest earnings thereon, or RRB Charge collections that renain
after the Total RRB Paynent Requirenents have been di scharged.
Such amounts will be released to the SPE, upon retirement of the
RRBs and di scharge of the Total RRB Paynment Requirenents. These
anounts will be credited to retail customers through a subsequent
rat emaki ng proceedi ng or such other manner as the Comm ssion may

direct at that tine

#See supra note 10.
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L. Approval Regardi ng Minicipalization

48. Pursuant to RSA 369-B:4, VIII, in the event of the
muni ci pal i zation of a portion of PSNH s service territory, the
Comm ssion shall, in matters over which the Federal Energy
Regul at ory Conmi ssi on does not have jurisdiction, or has
jurisdiction but chooses to grant jurisdiction to the State,
determne, to a just and reasonabl e extent, the consequenti al
damages such as stranded investment in generation, storage, or
supply arrangenents resulting fromthe purchase of plant and
property from PSNH and RRB Costs, and shall establish an
appropriate recovery nechani smfor such damages. Any such
damages shall be established, and shall be all ocated between the
RRB Charge and PSNH s other rates and charges, in a just and
reasonabl e manner.

M  Approval Regardi ng Adm nistration Agreenent

49. The Administration Agreenment, to the extent it is
substantially consistent in material respects with the
description of such agreenent in the Transaction Description and
the adm ni strati on agreenent entered into in connection with the
Series 2001-1 RRBs, as filed by PSNH with the Comm ssion in DE
99-099 on April 26, 2001, under which PSNH shall perform
adm ni strative services and provide facilities for the SPE to
ensure that it is able to performsuch day-to-day operations

under the RRB Transaction docunents, including the amount of the
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Adm ni stration Fee (which shall be an annual anbunt not to exceed
0.01% of the original principal balance of the RRBs and which
will be included in the calculation of the RRB Charge), is
reasonabl e and consistent with the public good, and is hereby
approved.
N. Approval Regardi ng Financial Accounting Treatnent

50. The financial accounting treatnment proposed by
PSNH for the RRBs and the RRB Transaction, as described in the
Transaction Description, is reasonable, consistent with the
public good, and is hereby approved.

O Approval s Regardi ng Reports

51. At least three business days in advance of the RRB
i ssuance, PSNH shall file with the Comm ssion, for informational
pur poses, an |Issuance Advice Letter setting forth the final
structural details of the RRBs, including the repaynent ternms (in
accordance with the expected anortization schedule), the initial
RRB Charge, the anmpbunt necessary for credit enhancenent, the
identification of the SPE, and the transaction costs of issuance.
Such filing shall not be a condition to the effectiveness of this
Fi nance Order or the issuance of the RRBs.

52. Wthin 90 days follow ng the RRB i ssuance, and
wi thin 60 days of the end of each fiscal quarter thereafter until
t he proceeds have been applied in full, PSNH shall file with the

Comm ssion a report showi ng the use of RRB proceeds in conpliance
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with this Finance Order. Such filing shall not be a condition to
the effectiveness of this Finance Order or the issuance of RRBs.
Based on the foregoing, it is hereby
ORDERED, that PSNH s request for issuance of a Finance
Order is APPROVED, as nodified by and subject to the terns of the
Transaction Description contained herein, and consistent with the
Fi ndi ngs and Approval s and Aut hori zati ons grant ed.
By order of the Public Utilities Conm ssion of New

Hanpshire this sixth day of Decenber, 2001.

Thomas B. Getz Susan S. Gei ger Nancy Brockway
Chai r man Commi ssi oner Commi ssi oner

Attested by:

Debra A. How and
Executive Director & Secretary



EXHBIT1
ALL-I N COST

ALL- I N COoST COVPUTATI ON:

THE ALL- 1N COST WLL BE THE | NTERNAL RATE OF RETURN OF THE SERI ES OF CASHFLOWS
BEG NNI NG W TH THE | NI TI AL PRI NCI PAL BALANCE, FOLLOWED BY THE PERI 0D C RRB
PAYMENT REQUI REMENT TO BE PAI D AT EACH PAYMENT DATE. ALL COVPUTATI ONS W LL BE
BASED ON A 30/ 360 DAY- COUNT CONVENTI ON AND SEM - ANNUAL COVPOUNDI NG.

g 2
ah e
§8 s
For all-in cost, solve for r.
r =all-in cost
p = schedul ed principal paynent
[ = schedul ed i nterest paynent
f = overcollateralization (net of interest earnings) and fees
and expenses (excluding servicing fees)
P = initial issuance anmount
t = paynent period (which, in the case of the first or | ast
paynent period, nmay be nore or less than a full period)
T = total nunber of paynment peri ods
n = nunber of paynent periods in a year (e.g. for sem annual

paynents, n=2)



Il lustrative Exanpl e:?

Assunpt i ons

| ssuance anount:
| ssuance dat e:
Final maturity:
Paynment dates:
Coupon:

$100mMm

1/ 1/ 2000

1/ 1/ 2004

January 1st every year
7.5% per annum

Overcol l ateralization (net of $0. 04mm
i nterest earnings) and fees and
expenses per annum (excl udi ng
servicing fees):
Princi pal
Endi ng
Princi pal Bal ance
Princi pal Paynment Paynent Paynent ($m)
Schedul e: Dat e ($mm
| ssuance - 100
date
1/ 1/ 2002 10 90
1/ 1/ 2003 20 70
1/ 1/ 2004 30 40
1/ 1/ 2005 40 -
Tot al $100
2Al nunbers are for illustration purposes only.

1-2



Cal cul ati on

_ (f)
(i) Overcol | ateral -
(t) Principal Interest ization, Fees, (p)+(i)
Paynent Paynent Paynment Paynent and Expenses +(f)
Dat e Peri od ($rmm) ($mm) ($rmm ($mm)
1/ 1/ 2002 1 10. 00 7.50 0. 04 17. 54
1/ 1/ 2003 2 20. 00 6. 75 0. 04 26. 79
1/ 1/ 2004 3 30. 00 5.25 0. 04 35. 29
1/ 1/ 2005 4 40. 00 3.00 0. 04 43. 04
Tot al 100. 00
e 0
T Q +ij +f _
égpt t "tt;_on
t=l§ 33[4_19 :
e Ng g
Payments are annual so n = 1.
17.54 26.79 35.29 43.04
- 100 =0
(1+r)* (1+r)?2 (1+r)° (1+r)°
Solve forr.
All-in cost =1 = 7.55%

1-3



As used in this Finance O der,
as of any date,

nmost

EXHBIT 2

PRE- TAX REVENUE WACC

“Pre-Tax Revenue WACC' shall
PSNH s “ROR’ (rate of

nmean,

return) set forthinits
recent filing with the Comm ssion pursuant to Docket No. IR

90-218, multiplied by the applicable “GRCF” (gross revenue

conversion factor) filed with the Conm ssion pursuant to Docket

No. DR 97-059,
exanpl e: !

Cal cul ati on of ROR

cal cul ated in accordance with the follow ng

3/ 31/ 99 3/ 31/ 00

Capi t al Begi nni ng End of Enbedd
Structure of Period Peri od Aver age ed
(Aver age) (000s) (000s) (000s) % Cost ROR
Long Term $516, 485 $516, 485 $516, 485 39. 40% 8. 24% 3.25%
Debt
Preferred 75, 000 50, 000 62, 500 4. 77% 9. 54% 0. 46%
St ock
| ssued
Cormon 701, 652 761, 821 731, 737 55. 83% 9.62% 5.37%
Equity
Tot al $1, 293,137  $1, 328, 306 $1, 310,722 100. 00% 9.07%
Capi tal -
i zation

1 Al though taken from PSNH s actual May 1, 2000 filing with the
Conmi ssion pursuant to Docket No. IR 90-218, all nunbers are for illustration

pur poses only.
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Cal cul ati on of Enbedded Cost
Total Cost of Long $42,539 / $516, 485 = 8.24%
Ter m Debt
Pref erred Di vi dends $5,963 / $ 62,500 = 9.54%
Decl ar ed
ROE Cal cul ati on $70,396 [/ $731, 737 = 9.62%
(Ear ni ngs (Aver age ( Net
f or Common | ncone
Cormon) Equi ty) RCE) 2
Cal cul ati on of Pre-Tax Revenue WACC
ROR GRCF Pr e- Tax
Revenue
WACC
Long Ter m Debt 3.25% 1. 0000 3.25%
Preferred Stock 0. 46% 1.5489 0. 70%
| ssued
Common Equity 5.37% 1. 5489 8. 32%
Tot al 12.27%

Pre- Tax Revenue WACC = 12.27%

2The “ROE Cal cul ati on”

shal |l equal the lesser of (i) PSNH s actual

ROE

(as cal cul ated above) and (ii) the 11.00% RCE al |l oned by the Commi ssion in

Docket No. DR 97-059.

2-2



EXHBIT 3
WEI GHTED AVERAGE LI FE

Wei ght ed Average Life (WAL) conputation

To cal cul ate the WAL of the RRBs, sumthe product of each

princi pal payment with the nunber of days between the
correspondi ng princi pal paynent date and the RRB i ssuance date
(based on a 360-day year and 30-day nonths). Then, divide this
sum by the product of the total principal ambunt of the RRBs and
360 to calculate the WAL in years.

8 (o, - 1)

WAL =

360P
p = scheduled principal payment
d = paynent date
I = i ssuance date
t = paynent period (which, in the case of the first or |ast
paynent period, may be nore or less than a full period)
P = initial issuance anount

T total nunber of paynent peri ods

Note: (dt-1) represents days from and excludi ng i ssuance date (I)
to and including paynent date (dt), based on a 360-day year of
twel ve 30-day nonths.

Il lustrative Exanple: !

Assunpti ons
| ssuance anount: $100mM
| ssuance dat e: 1/ 1/ 2001
Final maturity: 1/ 1/ 2011
Paynment dates: January 1st every year
Princi pal Paynent Princi pal
Schedul e: Endi ng
Princi pal Bal ance
Paynment Paynment ($rm)
Dat e ($nm)
| ssuance - 100
1Al nunbers are for illustration purposes only.
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dat e

1/ 1/ 2002 5 95
1/ 1/ 2003 5 90
1/ 1/ 2004 5 85
1/ 1/ 2005 5 80
1/ 1/ 2006 5 75
1/ 1/ 2007 10 65
1/ 1/ 2008 10 55
1/ 1/ 2009 15 40
1/ 1/ 2010 20 20
1/ 1/ 2011 20 -
Tot al $100
Cal cul ation
(pt) (dt-1) Days
Paynent (t) Principal Bet ween
Dat e Payment Payment | ssuance Date pt(dt-1)
Peri od ($mm and Paynent
Dat e
1/ 1/ 2002 1 5 360 1, 800
1/ 1/ 2003 2 5 720 3, 600
1/ 1/ 2004 3 5 1, 080 5, 400
1/ 1/ 2005 4 5 1, 440 7,200
1/ 1/ 2006 5 5 1, 800 9, 000
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1/ 1/ 2007 6 10 2,160 21,600

1/ 1/ 2008 7 10 2,520 25, 200
1/ 1/ 2009 8 15 2, 880 43, 200
1/ 1/ 2010 9 20 3, 240 64, 800
1/ 1/ 2011 10 20 3, 600 72, 000
Tot al 100 253, 800
a (pld - 1)
WAL = 0 _ 5(360) + 5(720) + 5(1,080) + 5(1,440) + 5(1,800) + 10(2,160) + 10(2,520) + 15(2,880) + 20(3,240) + 20(3,600) _ 253,800
360P 360(100) 36,000
= 7.05 years
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